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Ticker Price Rating
D 80.92 Buy
DUK 94.49 Buy
ED 91.88 Neutral
EXC 47.80 Buy
NEE 224.90 Buy
NEP 53.61 Buy
NRG 38.80 Buy
OGE 44.95 Neutral
SRE 140.81 Buy

 

 Power, Utilities & Alternative Energy September 20, 2019

The Guggenheim Daily Transmission: ED, OGE,
NEE, SRE, DUK, D, ACP, NRG, EXC, DOE

For other Guggenheim Hosted Client Utility Events including
Annual TX Power, Gas and Wires Bus Tour, EEI Meetings/
Utility Dinners, NDR schedule among other events, scroll
down

ED – NY City Council asks the NY PSC to deny the CECONY rate case

OGE – Settlement approved in OGE rate case in Oklahoma

NEE – MVP files response to intervenors motion for action on stormwater discharge

SRE – Port Arthur equity sale and LNG contract approval targeted for 4Q19-1Q20

DUK – Renewing nuclear operating licenses to support carbon reduction goal in the
Carolinas

D – Proposing 2.6GW offshore wind project to support the Governor’s Order 43

D/ACP – Transco and ACP seeing themselves as an alternative to Mountain Valley
Southgate

NRG – NRG acquires small Texas retail book

EXC – TMI set to power down today for last time

DOE – Secretary tells Saudis any nuclear deal would not include enrichment capability

ED – NY City Council asks the NY PSC to deny the CECONY rate case

• NY City Council sent a strongly worded letter to the NY PSC Chair asking the commission
to deny the CECONY rate case and rate increase.

• The letter alleges CECONY is not aligned with the City and State on climate action.

• The letter also relies heavily on the council hearings in the aftermath of this summer’s
power outages to build a case against “the manner by which essential public services
such as electricity are provided.”

• Docket: 19-00317/19-E-0065

Guggenheim takeaway: Interesting turn of events in the proceeding, as the hearings
were not a part of evidentiary record and ED has reached a settlement in principle. We
will continue to monitor progress on this case. But likely more noise given the particular
intervenor.

OGE – Settlement approved in OGE rate case in Oklahoma

• The OCC Commissioners approved the settlement agreement in the OGE rate case.

• The Settlement also contained approval of environmental compliance decisions and
costs related to the Sooner scrubber and Muskogee conversion.

• Docket: PUD-201800140
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Guggenheim takeaway: The ALJ has previously supported the approval of the settlement
agreement. The filings in the OGE rate case pointed to a contentious process but we have
expected a balanced result from the onset i.e. status quo remaining the same (9.5% ROE,
majority of cost recovery).

NEE – MVP files response to intervenors motion for action on stormwater discharge

• MVP filed a response to a request for a work stoppage and stormwater discharge study.

• The response disputes the motion as an improper motion and an attack on the
commission’s Certificate Order.

• Docket: CP16-10.

Guggenheim takeaway: While the pipeline has faced complaints and calls to deny variance
requests, developer push to get MVP built continues and the FERC response last week
highlights the developer mitigation measures and actions as appropriate under the approved
permits.

SRE – Port Arthur equity sale and LNG contract approval targeted for 4Q19-1Q20

• Negotiations to sell an equity stake to Saudi Aramco and associated purchase agreement
for Port Arthur LNG continue through this year.

• “We are continuing to work through the SPA process and through the equity process…
I would say it may last through the end of this year and probably some board approvals
early next year” Sempra LNG President Justin Bird says in an interview on sidelines of
Gastech conference in Houston, as reported by Bloomberg.

Guggenheim takeaway: This is consistent with the current timelines provided at the
Sempra Analyst day and other events. Port Arthur FID is targeted for 1Q20.

DUK – Renewing nuclear operating licenses to support carbon reduction goal in the
Carolinas

• DUK is planning to apply for 20-year extension of its operating licenses at 6 nuclear plants
(11 units) in the Carolinas as the company sees nuclear generation as crucial to its ability
to achieve its carbon reduction goals (50% by 2030 and net-zero by 2050).

• This is the second round operating license renewal for DUK’s nuclear units.

• Link HERE.

Guggenheim takeaway: No surprise and thisdevelopment highlights the effort by DUK
to serve its customers in an environmentally responsible way. In addition to the nuclear
operating license renewal program, DUK is also engaging in procuring renewable resources
in NC. Recall that in this program, NC is looking to procure ~2.6 GWs of solar over 3
tranches with 660 MWs procured in the 1st tranche and DUK won 30% of that. As we have
noted in our recent DUK NDR note (HERE), DUK management embeds an expectation of
winning 30% of the total 2.6 GWs in its current plan, leaving any win above the 30% cap
as incremental upside to current plan – they purchased above cap in the 1st tranche. The
60-day pre-solicitation period for tranche 2 started on Aug. 15th. We will continue to monitor
the progress of this procurement process.

D – Proposing 2.6GW offshore wind project to support the Governor’s Order 43

• Following the Governor’s issuance of Order 43, which sets an ambitious goal of achieving
2.5 GW of operational offshore wind in VA by 2026, D announced its 2.6 GW offshore
wind proposal.

• The project will consist of 3 phases (~880 MW in each phase in 2024, 2025, and 2026).
Current estimate cost of each phase is ~$2.6B with the expectation that these costs might
decline in the future as the offshore wind sector in the U.S. matures. The project will be a
rate-basing investment at VEPCO with cost recovery subjected to the state commission’s
approval.
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• Press release HERE and Order 43 HERE.

Guggenheim takeaway: A positive development for D and VA following similar moves as
NJ and New England. We continue to see legislation in VA providing LT visibility for VEPCO
spending and further cements the confidence in a solid regulatory backdrop in the state
for D. The project that D announced here goes beyond the capital plan announced at the
Analyst Day, which included $300M for a 12-MW pilot offshore wind project and $800M
for further utility-scale offshore development. See our D analyst day note HERE for more
details. Yes, offshore wind is nowhere near economical, but its legislative mandated.

D/ ACP – Transco and ACP seeing themselves as an alternative to Mountain Valley
Southgate

• Transcontinental Gas Pipe Line and ACP have made filings with FERC arguing that
they can serve as good alternative for the Mountain Valley Southgate. The two projects
contend that their routes will represent fewer environmental impacts compared to
Southgate.

• Search for Docket CP19-14 HERE.

Guggenheim takeaway: An interesting development as many pipeline projects are facing
significant setbacks recently due to environmental concerns. As for ACP, we note that the
current focus for the pipeline is to quickly obtain a permit from the U.S. Fish and Wildlife
Service to resume construction by year end as well as the SCOTUS progress in relations
to the Appalachian Trail Crossing issues for Phase 2 construction. We will also be closely
monitoring MVP's land swap process for further reads on each project. See our 2Q19 note
HERE for more details.

NRG – NRG acquires small Texas retail book

• NRG has reported acquired small retail energy provider American Light & Power’s
customer book – specific details have not been disclosed

• More HERE

Guggenheim takeaway: In case you missed it, and not a surprise at all. Very much in line
with our recent NDR takes – see HERE.

EXC – TMI set to power down today for last time

• Three Mile Island will cease generating electricity today

Guggenheim takeaway: It remains to be seen if TMI’s closure is the catalyst needed for
the state to act on the other at-risk plants (e.g. Beaver Valley).

DOE – Secretary tells Saudis any nuclear deal would not include enrichment
capability

• The DOE has told Saudi Arabia that any nuclear deal will not include enrichment
capability

• More HERE

Guggenheim takeaway: FYI.
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Guggenheim's 2019 EEI Invite & Schedule

Invite: 54th EEI Financial Conference 

Dates 
November 10-12, 2019 

Company Dinners (Hosted by Guggenheim) 

 

Company Meetings 
*More Utilities will be added and we will update schedule accordingly* 

 

 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 
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Guggenheim's Power & Utility Comp Sheet

Price as of Close9/19/2019 Guggenheim Consensus

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

Cap ($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AEP American Electric Power 46.0 Neutral $82 $93.18 3.1% 63% 494 4.20 4.44 4.71 4.93 22.2 21.0 19.8 18.9 4.14 4.41 4.68 4.95 22.5 21.1 19.9 18.8

ALE ALLETE 4.5 Neutral $86 $87.14 2.9% 66% 52 3.57 3.88 4.17 4.28 24.4 22.5 20.9 20.4 3.56 3.86 4.18 4.28 24.5 22.6 20.8 20.4

AVA Avista* 3.1 Neutral $43 $47.60 3.4% 80% 66 1.93 2.05 2.23 2.41 24.7 23.2 21.3 19.8 2.55 2.00 2.18 2.41 18.7 23.8 21.8 19.8

CMS CMS Energy 17.8 Neutral $59 $62.85 2.6% 61% 284 2.50 2.69 2.88 3.07 25.1 23.4 21.8 20.5 2.50 2.67 2.87 3.07 25.2 23.5 21.9 20.5

DUK Duke Energy 68.8 Buy $99 $94.49 4.2% 75% 729 5.10 5.26 5.57 5.91 18.5 18.0 17.0 16.0 4.97 5.17 5.42 5.80 19.0 18.3 17.4 16.3

ED Consolidated Edison 30.5 Neutral $89 $91.88 3.3% 66% 332 4.36 4.61 4.79 4.94 21.1 19.9 19.2 18.6 4.35 4.58 4.76 4.90 21.1 20.1 19.3 18.8

EIX Edison International* 26.0 Suspended NA $72.63 NA NA 358 NA NA NA NA NA NA NA NA 4.70 4.53 4.69 - 15.5 16.0 15.5 -

ES Eversource Energy 26.9 Buy $88 $83.23 2.7% 60% 324 3.49 3.73 3.93 4.13 23.8 22.3 21.2 20.2 3.45 3.65 3.85 4.09 24.2 22.8 21.6 20.3

ETR Entergy 22.9 Buy $113 $115.08 3.3% 67% 199 5.30 5.63 5.97 6.34 21.7 20.4 19.3 18.2 5.28 5.58 5.94 6.29 21.8 20.6 19.4 18.3

EVRG Evergy 15.4 Buy $70 $65.55 3.2% 67% 235 2.93 3.14 3.32 3.52 22.4 20.9 19.7 18.6 2.89 3.16 3.31 3.47 22.7 20.7 19.8 18.9

FE FirstEnergy 26.0 Buy $49 $48.11 3.3% 63% 540 2.46 2.51 2.66 2.81 19.6 19.2 18.1 17.1 2.48 2.48 2.64 2.78 19.4 19.4 18.3 17.3

LNT Alliant Energy 12.6 Neutral $44 $53.11 2.8% 64% 238 2.27 2.37 2.50 2.69 23.4 22.4 21.2 19.7 2.26 2.43 2.54 2.66 23.5 21.9 20.9 19.9

PCG PG&E Corporation* 6.5 Suspended NA $12.20 0.0% 0% 529 NA NA NA NA NA NA NA NA 3.82 3.58 3.42 4.95 3.2 3.4 3.6 2.5

PNW Pinnacle West 10.8 Neutral $104 $96.26 3.3% 63% 112 4.78 5.04 5.28 5.63 20.1 19.1 18.2 17.1 4.77 5.03 5.30 5.58 20.2 19.1 18.2 17.3

POR Portland General Electric 5.0 Neutral $50 $56.20 2.9% 63% 89 2.40 2.56 2.73 2.77 23.4 22.0 20.6 20.3 2.40 2.56 2.72 2.81 23.4 21.9 20.6 20.0

PPL PPL Corporation 22.8 Neutral $34 $31.54 5.3% 66% 722 2.44 2.51 2.50 2.66 12.9 12.6 12.6 11.9 2.43 2.52 2.48 2.66 13.0 12.5 12.7 11.9

SO Southern Company 63.8 Neutral $56 $61.06 4.2% 81% 1045 3.05 3.15 3.31 3.46 20.0 19.4 18.4 17.6 3.04 3.16 3.27 3.47 20.1 19.3 18.7 17.6

WEC WEC Energy 29.5 Neutral $93 $93.48 2.7% 67% 315 3.52 3.73 3.98 4.26 26.6 25.1 23.5 21.9 3.53 3.75 3.99 4.26 26.5 24.9 23.4 22.0

*Average (Excl. PPL for P/E) 3.2% 67% 22.5 21.2 20.0 19.0 22.2 21.3 20.1 19.1

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NI NiSource 11.0 Buy $31 $29.44 2.7% 61% 373 1.32 1.37 1.47 1.58 22.3 21.5 20.0 18.6 1.31 1.39 1.48 1.59 22.5 21.2 19.9 18.6

NJR New Jersey Resources 4.0 Neutral $45 $44.47 2.7% 61% 90 1.97 2.17 2.36 2.54 22.6 20.5 18.8 17.5 1.96 2.14 2.39 2.54 22.7 20.7 18.6 17.5

NWN NW Natural Gas 2.2 Sell $56 $71.90 2.6% 79% 30 2.40 2.50 2.62 2.67 30.0 28.8 27.4 26.9 2.39 2.53 2.65 2.67 30.1 28.4 27.1 26.9

SJI South Jersey Industries 3.1 Buy $35 $33.02 3.5% 104% 92 1.12 1.60 1.74 1.90 29.5 20.6 19.0 17.4 1.10 1.56 1.73 1.87 30.0 21.2 19.1 17.7

SR Spire 4.4 Neutral $87 $86.74 2.8% 63% 51 3.78 4.01 4.17 4.45 22.9 21.6 20.8 19.5 3.75 3.90 4.09 4.37 23.1 22.2 21.2 19.8

Average 2.9% 74% 25.5 22.6 21.2 20.0 25.7 22.8 21.2 20.1

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

EXC Exelon 46.4 Buy $53 $47.80 3.0% 46% 972 3.13 3.05 3.02 3.08 15.3 15.7 15.8 15.5 3.14 3.09 3.00 3.20 15.2 15.4 15.9 14.9

PEG PSEG 31.2 Buy $64 $61.72 3.1% 59% 506 3.23 3.50 3.55 3.72 19.1 17.6 17.4 16.6 3.24 3.42 3.49 3.71 19.0 18.1 17.7 16.6

Average 3.0% 52% 17.2 16.7 16.6 16.1 17.1 16.7 16.8 15.8

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA Adjusted EBITDA EV / EBITDA

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NRG NRG Energy 9.8 Buy $51 $38.80 0.3% 0% 253 1,975 1,890 1,843 1,799 7.6 7.6 7.5 7.7 1,955 1,936 1,823 1,745 7.6 7.6 8.1 8.4

VST Vistra Energy 13.1 Buy $39 $26.68 1.9% 0% 492 3,367 3,315 3,379 3,481 7.2 7.1 6.9 6.4 3,322 3,309 3,087 3,283 6.8 6.5 6.9 6.3

Average 7.4 7.4 7.2 7.1 7.2 7.0 7.5 NA

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CNP CenterPoint 15.1 Buy $32 $30.04 3.9% 69% 502 1.67 1.68 1.81 1.97 18.0 17.9 16.6 15.2 1.64 1.77 1.89 1.93 18.3 17.0 15.9 15.6

D Dominion 66.5 Buy $86 $80.92 4.5% 87% 822 4.24 4.44 4.68 4.92 19.1 18.2 17.3 16.4 4.19 4.39 4.63 4.89 19.3 18.4 17.5 16.5

DTE DTE Energy 24.2 Buy $140 $131.87 2.9% 60% 183 6.25 6.67 7.18 7.59 21.1 19.8 18.4 17.4 6.25 6.58 7.06 7.50 21.1 20.0 18.7 17.6

NEE NextEra 109.9 Buy $230 $224.90 2.2% 57% 489 8.55 9.26 9.99 10.65 26.3 24.3 22.5 21.1 8.39 9.08 9.83 10.48 26.8 24.8 22.9 21.5

OGE OGE Energy 9.0 Neutral $43 $44.95 3.3% 70% 200 2.14 2.30 2.41 2.51 21.0 19.5 18.7 17.9 2.12 2.29 2.41 2.49 21.2 19.6 18.7 18.1

SRE Sempra Energy 38.7 Buy $158 $140.81 2.8% 64% 275 6.08 7.21 7.65 7.92 23.2 19.5 18.4 17.8 6.00 6.99 7.79 7.86 23.5 20.2 18.1 17.9

Average 3.1% 68% 21.4 19.9 18.6 17.6 21.7 20.0 18.6 17.9

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AWK American Water Works 22.1 Neutral $105 $122.38 1.6% 54% 181 3.61 3.96 4.27 4.60 33.9 30.9 28.7 26.6 3.59 3.90 4.24 4.67 34.0 31.4 28.9 26.2

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA Adjusted EBITDA EV / EBITDA

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CWEN Clearway Energy 3.9 Suspended NA $18.11 NA NA 183 NA NA NA NA NA NA NA NA 971 1,051 1,156 NA 9.4 8.7 7.9 -

NEP NextEra Energy Partners 3.0 Buy $56 $53.61 3.8% NA 56 1,276 1,383 1,532 1,660 9.7 9.3 9.1 0.0 1,162 1,328 1,537 1,503 10.6 9.7 9.1 9.3

(1)  Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3)  Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5)  Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).
Source:  Bloomberg, Guggenheim Securities, LLC estimates.

Rating

Other Rating

Multi-Industry Utilities (5) Rating

Regulated Electric Utilities (1) Rating

Integrated Utilities (3) Rating

Rating
Independent Power Producers 

(IPPs) (4)

Regulated Gas Utilities (2) Rating

GUGGENHEIM SECURITIES, LLC Page 5See pages 11 - 12 for analyst certification and important disclosures.

POWER, UTILITIES & ALTERNATIVE ENERGY

September 20, 2019

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:29 PM. 8

Attachment SDR-ROR-10(c)
8 of 587



Share Price Performance (Year-to-Date)

Note: We are currently restricted on EIX and PCG
(1)  Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3)  Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5)  Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).

Source:  Bloomberg, Guggenheim Securities, LLC estimates.
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Guggenheim 2019 Non Deal Roadshow Schedule

MORE TO BE ADDED… 

 

 

 

Ticker Dates Regions  Ticker Dates Regions  

Commissioner 
Roundtable 

1/23 NYC PEG 6/24-6/26 Midwest  

FE 1/22-1/23 Boston/NYC AWK 7/9-7/10 Midwest  

D 2/25-2/26 Boston/NYC SRE 7/17-7/18 West Coast  

WEC 2/28-3/1 West Coast ES (Dinner) 8/12 NYC  

EXC 3/7-3/8 Dallas/Houston EVRG 8/20-8/21 Midwest  

PNW 3/11-3/13 Midwest NRG 9/10 Chicago  

ALE 4/2-4/4 West Coast ETR 9/11 Boston  

DTE 4/5 Boston ETR 9/12 KC/Minni  

ED 4/24 NYC  ETR 9/13 Chicago  

POR 4/29-4/30 West Coast  SJI 9/17 NYC/Boston  

VST 5/8-5/9 West Coast  SJI 9/18 NYC/Boston  

PPL 5/22-5/23 NYC 
 Texas Trip 

(CNP, ETR, NRG, 

SRE, VST) 

9/19-9/20 Dallas/Houston 
 

DTE 5/29-5/30 NYC  CNP 9/25 Boston  

LNT 6/4 Boston  ED 9/27 Boston  

DUK 6/6-6/7 Midwest  NEE 10/3-10/4 Midwest  

CWEN 6/13-6/14 Midwest  CMS 12/3-12/4 Texas  

SJI 6/19 NYC/NJ/CT      

GUGGENHEIM SECURITIES, LLC Page 7See pages 11 - 12 for analyst certification and important disclosures.

POWER, UTILITIES & ALTERNATIVE ENERGY

September 20, 2019

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:29 PM. 10

Attachment SDR-ROR-10(c)
10 of 587



Key Events Calendar - September 2019

Power and Utilities: Coverage Calendar
Date Ticker Event / Proceeding Utility State Docket Description

9/2/2019 EIX Risk Assesment SCE CA I1811006  SCE files its Test Year 2021 GRC application with RAMP results, serves 

prepared testimony 9/3/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Reply Briefs 

9/4/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366   Staff and Intervenors file Rebuttal Testimony 

9/4/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Rebuttal testimony due (all parties) 

9/4/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evening public hearings 

9/5/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Initial briefs 

9/5/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session 

9/5/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evening public hearings 

9/6/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session 

9/9/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session Data Requests 

9/10/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  OCA & Intervenor Rebuttal to IPL (expedited discovery deadlines apply) 

9/10/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  IPL Reply Testimony to OCA and Intervenors 

9/10/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42315  Hearing  

9/10/2019 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002  IPL Reply Testimony  

9/10/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001  OCA & Intervenor Rebuttal 

9/11/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42315  Hearing  

9/11/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  Commission Order by at least 20 days before rates are effective. 

9/11/2019 D Electric Gas Rate Case Virginia Electric & Power Co. NC E-22, Sub 562  Rebuttal testimony of DENC 

9/11/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Commission Order 

9/12/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42315  Hearing  

9/12/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Initial Briefs 

9/12/2019 D Natural Gas Rate Case Questar Gas Company UT D-19-057-02  Phase IITechnical Conference 

9/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Reply briefs and proposed findings of fact, conclusions of law, and 

ordering paragraphs due 9/13/2019 D Electric Gas Rate Case Virginia Electric & Power Co. VA  C-PUR-2019-00088 (Rider S) Notice of Participation 

9/16/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  Joint Statement of Issues (includes list of witnesses common to electric 

and gas rate cases) 9/16/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  Pre-Hearing Briefs 

9/16/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Surrebuttal testimony due (all parties) 

9/16/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  CEA Revised Attachment A.i Filed 

9/16/2019 D Electric Gas Rate Case Virginia Electric & Power Co. NC E-22, Sub 562  Hearing and Cross Examination 

9/16/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  CEA Revised Attachment A.i 

9/16/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0002  Prehearing Briefs/Statement of Issues 

9/17/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec) Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Natural Gas Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Gas) Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec) Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Electric Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Elec)  Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Natural Gas Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Gas)  Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 D Electric Gas Rate Case Virginia Electric & Power Co. VA C-PUR-2019-00105 (Rider US-4) Notice of Participation 

9/18/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Party Comparison Chart due from Staff 

9/18/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evidentiary Hearing 

9/19/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evidentiary Hearing 

9/19/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  Staff/Intervenors' Response to Revised Attachment A.i 

9/19/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Rebuttal Testimony 

9/19/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Staff/Intervenors' Response  

9/20/2019 AEP G-RAC Appalachian Power Co. VA C-PUR-2019-00038 (G-RAC) Notice of Participation 

9/20/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session Data Responses 

9/20/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  Notice of Settlement (includes list of settled issues) 

9/20/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42314  Public Interest Advocacy Staff direct testimony 

9/20/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evidentiary Hearing 

9/20/2019 D Electric Gas Rate Case Virginia Electric & Power Co. NC E-22, Sub 562  Filling indicating points of disagreement with the Company’s filing 

9/20/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001  Notice of settlement 

9/23/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Rebuttal to IPL (expedited discovery deadlines apply) 

9/23/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Motions to Strike  

9/24/2019 AEP Electric Rate Case Southwestern Electric Power Co AR D-19-008-U  Surrebuttal Testimony (Staff/Intervenor)  

9/24/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366  Avista files Surrebuttal Testimony 

9/25/2019 D Electric Gas Rate Case Virginia Electric & Power Co. VA C-PUE-2019-00086 (Rider GV) Pre-filed Testimony 

9/26/2019 AEP Electric Rate Case Indiana Michigan Power Co. IN Ca-45235  Settlement Agreement and Testimony 

9/26/2019 ETR Natural Gas Rate Case System Energy Resources LA EL18-142-002  Rebuttal testimony by Staff to SER 

9/26/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Reply Briefs 

9/26/2019 PJM Markets and Reliability Comitee    -    -    -                                                                                                               -  

9/26/2019 NWN Gas Rate Case NW Natural WA D-UG-181053  Post hearing briefs due 

9/27/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Responses to Motions 

9/29/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Evidentiary 

9/30/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  Joint Statement of Issues (includes list of witnesses common to electric 

and gas rate cases) 9/30/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  Pre-Hearing Briefs 

9/30/2019 SO Electric Rate Case Georgia Power Co GA D-42516  Hearing : Applications to Intervene  

9/30/2019 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002  Prehearing Briefs/Statement of Issues 

Source: Company filings, Guggenheim Securities, LLC.
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Key Research

Guggenheim's Forward Commodity Curves

• Forward Commodity Curves for Power & Utility Modeling

Key Industry Research
1. PJM: Not So Fast - FERC Puts the Brakes on August Auction

2. Utility and IPP 2Q19 Model Sweep

3. ERCOT: Guggenheim Texas Power Market Luncheon Recap
4. Illinois Policy: In the Land of Lincoln, Uncertainty Reigns

5. Policy Speaker Series Recap on Energy and Capacity: Perpetual State of Reforms Same as It Ever Was
6. Open Dialogue with MO, WA Commissioners - Walking Away Incrementally Positive on Both Jurisdictions
7. Major Change at CPUC Cometh? Follow Up on Potential CPUC Movements, Governor's Chance to Reset CPUC Agenda
8. 2019 Utility Outlook: We Didn’t Hear A Bell… “Nothing's Over 'Til It's Over;” One More Round for Utilities
9. California Wildfire Wrap – You Can Check Out, but You Can Never Leave
10. Guggenheim's 2018 EEI Summary
11. Guggenheim EEI Takeaways - Day 3
12. Guggenheim EEI Takeaways - Day 2
13. Guggenheim EEI Takeaways - Day 1
14. Guggenheim EEI - Investor Question Bank
15. PJM: No Country for Common Ground; Reply Briefs Land at FERC
16. PJM: You May Ask Yourself, Well How Did I Get Here? Back to the Commission for the Main Show
17. Coal/Nuclear: Will Politics “Trump” Reality
18. CA Policy Crash Course: Don’t Hold Your Breath For a Wildfire Resolution….
19. February Meter Reading - Yield “Almost” Catching Up with Utility Valuations; Lowering Our PTs and Looking Beyond Bond

Surrogates
20. PJM Capacity Auction: Introducing Prelim-2021/22 Pricing Forecasts – Well…It’s Not Getting Much Worse, Projected Pricing Mixed

Key Company Research
1. DUK - SB 559 Moves Along, Pushing Out a Decision on Alternative Ratemaking to March ‘20
2. VST: Vistra Lassos Ambit Energy
3. ES: Very Constructive Dinner Among Friends Despite “Some” Being New England Sports Fans
4. SRE NDR: Step Up Growth Investors; Utility-Like Risk With Outsized Returns - How Do We Get There?
5. AWK NDR: No Water Shortages Here; Growth Not Drying Up Anytime Soon
6. NJR: Upgrade to NEUTRAL (from SELL) as Laggard Performance Balances OK with Fundamental Outlook
7. PEG NDR: NJ Clean Energy Agenda and Dipping the Toes in the Jersey Shore
8. SJI NDR: Tale from the Road - In the Market for a Value Play w/Solid Growth Prospects? … Look No Further
9. PPL - A Quandary Unlike Any Other
10. NEE/NEP: High End Is the New Low End, When You Think the Runway Ends, “They’re Just Getting Started”; Raising PT
11. SJI: Revising to BUY - Back In Jersey’s Hands & Steering The Ship Into Calmer (Mostly Regulated) Waters
12. LNT: For a Good Night’s Sleep, Take Alliant
13. NRG: More Down‘Stream’ Retail Expansion
14. VST NDR - What’s with All the Fuss… We Would Be Aggressive Buyers Here
15. ED NDR: Ripe in the Big Apple… - Solid Utility? Yes… But Undervalued? That’s Debatable
16. D: Guggenheim Policy Speaker, Atlantic Coast Pipeline Discussion | The Project Will Be Built
17. ALE NDR: TA-CO-NITE! Winds of Change Are Blowing in the Right Direction…
18. DTE – On the Road with Mgmt. – 80/20 Rule Need Not Apply; Solid Strategy, Supported by Good People
19. CMS – MPSC Telegraphing Constructive Regulatory Signals in CMS Gas Rate Case – Solid Footing
20. SRE: Simplicity is the Ultimate Sophistication…
21. VST: Another Day, Another Illinois Policy Proposal
22. D: Msg Delivered on Time/on Budget; Inline Analyst Day Cements Solid Base to Work Off Of--Execution/Patience is Key
23. VST: Clearing the Air in Illinois: MPS Resolution Draws Closer
24. PNW NDR: It's Just Another Political Cycle – Agendas More Aligned: Relationships Will Be Re-“Stored”
25. D: Guggenheim Policy Speaker, Millstone Discussion | Connecticut Un-Quarked: They Will Likely Get It Done, We Are Holding

Our Breath
26. EXC NDR: State Rescue Cometh - Deeper Dive
27. WEC NDR: Putting the WEC in WECC; Western NDR Highlights a Premium Utility with Valuation Concerns on Back Burner
28. D: NDR – Coming Out Party Well Received - March Madness Continues
29. PEG 4Q Preview and Mini Drill-Down - Looking Good from All Angles
30. VST: Bulking Up the Integrated Model with Some Eastern Retail: VST Acquires Crius Energy
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https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=0c9016f9-d941-4c1d-a8ea-9ece34d30339&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=39cdcb68-6af2-48c1-bb3c-50f58c564170&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=97ce89f5-5f76-4b98-bc8f-2b47a45225d6&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=73003616-b149-47b3-985e-da3718d6fedd&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=1c3c3b75-be77-4c1e-ad9c-624133579181&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=2735a557-dc75-4ccf-84d1-f11143b24556&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=3f050ca0-aec6-4fc2-9ad8-419658d0a03e&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=5b2ac7d6-6975-433c-8336-812ba3478307&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=4bababd1-2caf-416a-a8f2-32ead6a8a8f0&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=c65280c0-912c-41c0-b035-75cc7d6e6535&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=41329b00-0bf4-4a3c-b765-46aec7d61458&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=d2b794bf-f198-490c-a805-720f47a93679&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=d2b794bf-f198-490c-a805-720f47a93679&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=da8a3cb3-4701-46fa-bcf5-bc3ecae52f21&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=6205c476-ddb6-453d-9b6f-9fb5f790b387&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=02d721ce-c6a4-4aac-ad80-47125046a330&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=d7c7d326-5d2c-4c0f-a8d5-df77641f7a38&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=9ee1c319-f7a8-4f8e-9041-d722b0cb2eb0&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=8f1f50d1-5508-4a7f-b3f0-04e0dc064f62&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=d122f788-840e-4301-9376-8a107948c6d3&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=1ce6f2a1-773c-4289-8a91-805edf1bf40b&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=e36d5940-7f94-4154-8529-8762b3d94b08&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=728f0664-4202-4304-8e61-c049c0e0103e&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=529fb57b-9f4e-401b-86f1-6f78a7be85f7&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=7172e93a-22d2-4e81-8f01-0baee138a310&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
http://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=3d730510-9e94-4f38-b7af-a1478e780644&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=8d0d9b5a-3ecd-4764-b3d2-13e5df31b1d9&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=1b2aa6f7-50ea-46c4-8c6b-5a9a91160799&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=132be0b3-90cb-4a58-8e44-6bec60e21d5a&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=6fa18d4d-625d-462a-b11e-a24ec901a943&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=42de8f28-af3c-4193-abdc-2548e5bb5eeb&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=aa2666fd-b540-4eea-978f-d98e7f651c94&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=4122e8ff-19ee-44f2-9450-db3c53ad9e2f&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=928b50ef-3409-4c51-a2da-2256f74bad6d&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=67050c20-764e-4dbc-ba37-6570c9c03e68&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=f8198cf0-fd9d-42da-add7-6e381c00340c&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=979b0af5-3f53-439b-8f06-cc3e5a2046b3&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=909e766e-9ca0-43c2-a73b-480a0f31bb53&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=4a1b83b5-0b31-4693-9bd3-61c1a6406921&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=4a1b83b5-0b31-4693-9bd3-61c1a6406921&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=2503b05a-5a01-4b69-912f-22b855a33ba5&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=f51a332f-7853-461d-9501-5ebf1cad904a&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=dd3cb282-418c-4407-b11a-f1f896faf188&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=34f91e9c-15c3-426f-84c4-e5acc6ad2487&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=535b9146-7442-4a56-ac8f-717bc36c1916&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail


31. FE NDR: Time Is the Furthest Distance Between Two Points…
32. POR: Bringing Portland to the Heartland: Capex, Policy, and RFPs Dominate Our NDR
33. D/SCG: Global Settlement Reached; Upgrading SCG to BUY On Improved Merger Outlook
34. SRE: Another Day, Another Dollar: Buying Low; Selling High
35. NRG: The Texas Two Step - Front Seat for a Sizable Buyback Show? Past the Debut; We’re Now Here for the Climax
36. NEE – Mgmt. Roadshow: Rising Interest Rates? No Problem. Raising Valuation? Why Not…
37. Michigan Bus Tour: Motoring from Jackson to Detroit in Style
38. NYLD Mgmt. Call – Conservative Growth Guidance, Managing Expectations; Should Over-Deliver - Visibility Will Be Key
39. “Summer Nights” Means New Summer Flings – Tell Me About It; Upgrading, Downgrading and Making an M&A Call
40. SR Mgmt. Roadshow – Pathway for LT Growth Now More Visible; M&A? No Longer in Acquisition Mode
41. DUK Mgmt. Roadshow – Growth Concerns? Nothing to See Here, But Some Value Left on the Sidelines
42. CMS Mgmt. Roadshow – Consistent Showing: Another Day, Another Dollar; A Key Name We Are Watching
43. SRE – Follow-up Mgmt. Meeting - Crystal Clear Upside and “Active” Optimization Plan…Eventually: the Re-rating Will Come
44. SRE – Analyst Day - It’s the Simple Things in Life: One Way or Another, Actively Seeing a Re-Rating Story
45. PEG - Mgmt. NDR: Jersey Strong through the Midwest
46. D/SCG – Testing Dominion’s Patience? May Stick This Out…For Now... but Policy-Makers Playing a Dangerous Game
47. LNT - Mgmt. Roadshow: In Messy Times Everyone Appreciates a “Clean Story”….
48. ETR – No Introduction Needed: Analyst Day Highlights Above Avg., Undervalued, Regulated Growth Story w/ Upside
49. SRE – “Active” Analyst Day Preview: Keys to Unlocking Value Within Reach?
50. OGE/AEP – Okie Dokie in Oklahoma? Depends Which Way the Wind Blows
51. EVRG – Click, Click, There’s No Place Like Home: Top-tier Growth w/ Buybacks & Solid Risk-Adjusted Upside vs Peers
52. VST - Inline Analyst Day Comes with Buybacks, NT Deleveraging - Remains a Step Function, Catalyst Driven Story
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 215 54.71% 35 16.28%

NEUTRAL 168 42.75% 7 4.17%

SELL 10 2.54% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers
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on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.
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Dana Flanders, CFA 212.293.2820
Dana.Flanders@guggenheimpartners.com

Global Pharmaceuticals
Seamus Fernandez 617.859.4637
Seamus.Fernandez@guggenheimpartners.com

Healthcare Technology & Distribution
Glen Santangelo 212.518.9294
Glen.Santangelo@guggenheimpartners.com

Vikram Kesavabhotla 212.518.9271
Vikram.Kesavabhotla@guggenheimpartners.com

Medical Supplies & Devices
Chris Pasquale 212.518.9420
Chris.Pasquale@guggenheimpartners.com

Technology, Media & Telecom Equity Research

Sales and Trading Offices

New York 212.292.4700
San Francisco 415.852.6451
Boston 617.859.4626
Chicago 312.357.0778
Los Angeles 310.260.6832
Richmond 804.253.8052

Automotive Retail
Ali Faghri 310.319.2562
Ali.Faghri@guggenheimpartners.com

Beverages & Food Producers
Laurent Grandet 212.372.6368
Laurent.Grandet@guggenheimpartners.com

Food Retailers; Consumables Retail/Distribution
John Heinbockel 212.381.4135
John.Heinbockel@guggenheimpartners.com

Hardlines Retail
Steven Forbes, CFA, CPA 212.381.4188
Steven.Forbes@guggenheimpartners.com

Restaurants
Matthew DiFrisco 212.823.6599
Matthew.DiFrisco@guggenheimpartners.com

Retailing/Department Stores and Specialty Softlines
Robert Drbul 212.823.6558
Robert.Drbul@guggenheimpartners.com

Consumer Equity Research

Communications Infrastructure
Robert Gutman 212.518.9148
Robert.Gutman@guggenheimpartners.com

Digital Services
Jake Fuller 212.518.9013
Jake.Fuller@guggenheimpartners.com

Entertainment & Digital Media
Michael Morris, CFA 804.253.8025
Michael.Morris@guggenheimpartners.com

Curry Baker 804.253.8029
Curry.Baker@guggenheimpartners.com

Financial Technology
Jeff Cantwell, CFA 212.823.6543
Jeffrey.Cantwell@guggenheimpartners.com

Software
Nandan Amladi 212.823.6597
Nandan.Amladi@guggenheimpartners.com

Imtiaz Koujalgi 212 518 9398
Imtiaz.Koujalgi@guggenheimpartners.com

Ken Wong, CFA 415.852.6465
Ken.Wong@guggenheimpartners.com

Telecom, Cable & Satellite Services
Mike McCormack, CFA 212.518.9774
Mike.McCormack@guggenheimpartners.com

Consumer Equities Team

Consumer Sector Specialist
Carey Kaufman 504.299.3424
Carey.Kaufman@guggenheimpartners.com

Exploration & Production
Subash Chandra, CFA 212.918.8771
Subash.Chandra@guggenheimpartners.com

Power, Utilities & Alternative Energy
Shahriar Pourreza, CFA 212.518.5862
Shahriar.Pourreza@guggenheimpartners.com

Energy & Power Equity Research

Healthcare Equities Team

Healthcare Sector Specialist
Whitney Wolfe 212.518.9630
Whitney.Wolfe@guggenheimpartners.com

Brennan Doyle 617.859.4622
Brennan.Doyle@guggenheimpartners.com

Senior Healthcare Policy Advisor
Neal Masia 212.518.9750
Neal.Masia@guggenheimpartners.com
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Shahriar Pourreza, CFA, Analyst
shahriar.pourreza@guggenheimpartners.com
212 518 5862

Constantine Lednev, Associate
constantine.lednev@guggenheimpartners.com
212 651 0847

James Kennedy, Associate
james.kennedy@guggenheimpartners.com
212 823 6741

Khanh Nguyen, CFA, Associate
khanh.nguyen@guggenheimpartners.com
212 823 6561

Kody Clark, Associate
kody.clark@guggenheimpartners.com
212 518 9538

 

 

Ticker Price Rating
AEP 91.54 Neutral
CNP 29.85 Buy
D 78.52 Buy
DTE 128.43 Buy
EXC 47.27 Buy
LNT 51.65 Neutral
NEE 218.49 Buy
NI 29.04 Buy
SO 60.13 Neutral

 

 Power, Utilities & Alternative Energy September 16, 2019

The Guggenheim Daily Transmission: NI, D, AEP,
SO, LNT, EXC, CNP, DTE, NEE, ISO-NE, FERC,
Santee Cooper

For other Guggenheim Hosted Client Utility Events including
Annual TX Power, Gas and Wires Bus Tour, EEI Meetings/
Utility Dinners, NDR schedule among other events, scroll
down

NI – Columbia Gas to conduct compliance checks on abandoned service lines in
Merrimack Valley

D – Rebuttal testimony filed in NC rate case

AEP – Staff filed proposed finding of fact and conclusions of law in TX rate case

SO – The Georgia Association of Manufacturers (GAM) petitioned to be an intervenor
in Vogtle docket

NE ISO – Highlight the need for more transmission as the region looks to add more
renewable resources

FERC – Glick undecided on whether to request ethics waiver

EXC – Transcript filed in ComEd FRP docket

LNT – Prehearing conferences set for gas and electric rate cases

FERC/ISO-NE – Former Commissioner LaFleur elected to ISO-NE board of directors

EXC/DOE – Byron plant deploys accident tolerant fuel

FERC – Chatterjee speaks at DC coal conference, but offers little insight

CNP – CNP petitions PUCT to have a concurrent PFD and working papers release for
CNP Houston rate case

Santee Cooper – Sierra Club posts a third party report recommending Santee shift from
fossil to renewables to save money

DTE – NEXUS and Generation pipeline settle FTC complaint

NEE – MVP additional variance request approved by FERC, United States Fish & Wildlife
Service accepts re-initiation of consultation

NI – Columbia Gas to conduct compliance checks on abandoned service lines in
Merrimack Valley

• On Sep. 11th, Columbia Gas has self-reported to the MA Department of Public Utilities
(DPU) that it has found two instances of non-compliance at two of the abandoned service
lines in the aftermath of the Merrimack Valley incident.

• Following the report, the DPU issued an ordering requesting the company to carry out
a wider inspection in its system. Each count of non-compliance can be fined at $1M/
incident. On Sep. 12th, the company made an announcement that it will inspect 700
abandoned service lines in the Merrimack Valley area.
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• Announcement link HERE.

• Letter link HERE (Docket 19-PL23).

Guggenheim takeaway: In case you missed. While the headline grabs your attention as
it seems to suggest potential safety issues, we do not expect this news to generate big
concern given proactive moves by NI. The company has self-reported the 2 incidents of
non-compliance and is conducting further inspection out of abundance of precaution.

D – Rebuttal testimony filed in NC rate case

• Following the commission’s approval for the company to file its rebuttal testimony on Sep.
12th, D has filed its rebuttal testimony in the NC rate case, defending its requested return
parameters of 10.75% ROE with a 53.65% equity ratio.

• Docket E-22 Sub 562.

Guggenheim takeaway: For your tracking of the progress on the case. Recall that staff
filed testimony recommending an ROE of 9.0% with a 50% equity ratio vs. the company’ s
ask of 10.75% ROE with a 53.65% equity ratio. Alternatively, the staff also proposed another
recommendation that allows for 53.65% equity ratio but at an 8.75% ROE. We will continue
to monitor progress on the case.

AEP – Staff filed proposed finding of fact and conclusions of law in TX rate case.

• In this filing, staff continues to recommend an equity ratio of 40% and an ROE of 9.35%
for AEP Texas.

• Docket 49494.

Guggenheim takeaway: For your tracking of the case. We will continue to monitor the
progress on the case. Recall that staff recommended an equity ratio of 40% and an ROE
of 9.35% (range of 8.46%-9.66%) vs AEP’s ask equity ratio of 45% and ask ROE of 10.5%.
We model an earned ROE of ~8.5% on 50% equity ratio for AEP Texas, which is consistent
with the midpoint of the bid-ask between staff and the company’s request.

SO – The Georgia Association of Manufacturers (GAM) petitioned to be an intervenor
in Vogtle docket

• The GAM has made a filing requesting to be an intervenor in the Vogtle docket indicating
that it has significant interest in the case.

• Docket 29849.

Guggenheim takeaway: For your tracking of the progress on the docket. We note that the
progression on Vogtle construction remains one of the key potential catalysts for SO. The
next important milestone for Vogtle 3 & 4 is the summer ramp-up (160K weekly earned hours
between the late August timeframe through summer of 2020 provide ~6 month cushion
vs the current regulatory deadline to put the two units into service in November '21/'22)
following the re-baselining updates on 1Q19. See our 2Q19 note (HERE) for more details).

NE ISO – Highlight the need for more transmission as the region looks to add more
renewable resources

• S&P Global Platts reported that the need for more transmission in NE ISO was highlighted
during a public meeting for the NE-ISO’s 2019 Regional System Plan last week as the
region is looking to add more renewable resources (hydro, offshore wind, other renewable
resources) to its system.

Guggenheim takeaway: For your awareness.

FERC – Glick undecided on whether to request ethics waiver
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• "I'm still considering it and weighing the burden on the commission — the fact that we
wouldn't have quorum on certain issues — against my own inclination that I don't really
like waivers" – Glick to Politico

Guggenheim takeaway: In our view Glick is very deferential to states’ rights regarding
resource adequacy and policy, so we do not envision he is in a rush to get a waiver to
restore a quorum and have the other commissioners vote 2-1 against him on PJM capacity
market reforms.

EXC – Transcript filed in ComEd FRP docket

• A transcript of testimony from, and cross-examination of, ComEd’s director of rates and
revenue has been filed in the docket.

• See HERE

Guggenheim takeaway: Part of the process.

LNT – Prehearing conferences set for gas and electric rate cases

• The IUB has set a public hearing for 10/7 for the electric case and 11/4 for the gas case.

• Docket HERE

Guggenheim takeaway: For your awareness.

FERC/ISO-NE – Former Commissioner LaFleur elected to ISO-NE board of directors

• Former FERC Commissioner Cheryl LaFleur has been elected to a 3-year term on ISO-
NE’s BoD.

• More HERE

Guggenheim takeaway: Strong pick-up for the RTO as it works to navigate fuel security
issues, and not a major surprise given her roots in the region.

EXC/DOE – Byron plant deploys accident tolerant fuel

• EXC’s Byron nuclear plant has deployed a new fuel pellet design intended to reduce the
probability of damage in an accident.

• More HERE

Guggenheim takeaway: A long running industry effort in conjunction with the DOE.

FERC – Chatterjee speaks at DC coal conference, but offers little insight

• FERC Chair Chatterjee reportedly spoke to the National Coal Council, acknowledging
the group’s challenges under a transition to cheaper and cleaner fuels

• “When a coal plant shuts down and that has ripple effects throughout our local
economies…that's just not something that we can lawfully take into account in the
decisions that we make." - Chatterjee.

Guggenheim takeaway: No surprises.

CNP – CNP petitions PUCT to have a concurrent PFD and working papers release for
CNP Houston rate case

• CenterPoint Energy Houston Electric requested that the working papers (including the
Excel files) prepared by Commission Staff in connection with the Proposal for Decision
(PFD) be made available concurrently with the issuance of the PFD.

• According to procedural filings, the State Office of Administrative Hearings is expected
to issue the Proposal for Decision CNP Houston rate case proceeding on September
16, 2019.
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• Docket: 49421

Guggenheim takeaway: The briefs follow prior testimony without much deviation. Overall,
the content is within our expectations on most financial metrics and establishes a regulatory
bid-ask whose midpoint financial attributes are generally in agreement with status quo.

Santee Cooper – Sierra Club posts a third party report recommending Santee shift
from fossil to renewables to save money

• A new report by Synapse Energy Economics concluded that Santee Cooper could lower
customer costs through development of renewables and energy efficiency to replace
fossil fuel generation.

Guggenheim takeaway: Interesting set of data points. While the conclusions are not
surprising (i.e. Sierra Club in favor of renewables), the shift away from renewables could
be a material strategic decision for Santee Cooper as the company pursues restructuring
options.

DTE – NEXUS and Generation pipeline settle FTC complaint

• DTE’s NEXUS pipeline expansion acquisition of Generation Pipeline ($160M)
outstanding anti-competitive complaint is reaching settlement, according to the FTC (link
here)

• The complaint alleged that the purchase is anti-competitive due to a non-compete clause
that keeps North Coast Gas from providing natural gas transportation for three years
after the acquisition closes.

• Proposed consent agreement requires the parties to eliminate the non-compete clause
from the sales agreement.

Guggenheim takeaway: Interesting data point on NEXUS expansions. DTE is currently
working through an ambitious competitive transmission capex program and as we have
noted, we expect capital deployment could result in at least some future bolt-on acquisitions.
Our NDR note also available here.

NEE – MVP additional variance request approved by FERC, United States Fish &
Wildlife Service accepts re-initiation of consultation

• FERC approved another set of requests for MVP to modify the crossing method for
several waterbodies and wetlands from an dry open-cut to a conventional bore.

• On a separate filing, United States Fish & Wildlife Service submitted a letter accepting
re-initiation of consultations pursuant to the Endangered Species Act.

• Should US Fish and Wildlife identify any additional data needs during the consultation
process, those would be brought to attention and discussed in an appropriate extension
of the consultation process.

• Docket: CP16-10.

Guggenheim takeaway: While the pipeline has faced complaints and calls to deny
variance requests, FERC has approved the requests and the developer push to get MVP
built continues. MVP’s developer EQM midstream (EQM) announced an administrative /
easement solution (noted HERE) and has been filing several variance requests and
monitoring reports in the meantime.
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Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour
 

 

Equity Research  |  Corporate Access 

Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour 
Please join us in the Lone Star state for two days of meetings in Dallas and Houston, 

featuring C-Suite from Vistra, Sempra (Oncor), CenterPoint, NRG and Entergy. We 

will be focused on several sector themes including ERCOT market dynamics, de-

regulated power markets and regulated T&D growth opportunities in and outside of 

TX, with the trip conveniently timed with the all-important peak summer season and 

Q3 earnings. 

Dates and Locations 

September 19 | Dallas 
September 20 | Houston 

Thursday, September 19 | Dallas 

10:00 AM |Vistra Energy Corp. (VST) 
David Campbell, CFO and team members 

1:00 PM | Sempra Energy (SRE) / Oncor 
Trevor Mihalik, CFO of Sempra Energy; Allen Nye, CEO of Oncor; Don Clevenger, CFO of 
Oncor and other management team  

Fly to Houston and have dinner with Guggenheim Team 

Friday, September 20 | Houston  
8:00 AM | CenterPoint Energy, Inc. (CNP) 
Xia Liu, CFO; Kenny Mercado, CIO (Chief Integration Officer) and other team members 

10:00 AM | NRG Energy Inc. (NRG) 
Mauricio Gutierrez, CEO; Elizabeth Killinger, Head of Mass Retail; Robert Gaudette, Head of 
Business Solutions 

1:00 PM | Entergy Corporation (ETR) 
Drew Marsh, CFO Entergy Corp, Sallie Rainer, President and CEO of Entergy Texas and other 
team members (close distance from airport) 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 

Logistics 

Transportation details, logistics and hotel recommendations to follow 

Houston Hotel: We ask all attendees to book hotel rooms at The Four Seasons Houston 
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Guggenheim's 2019 EEI Invite & Schedule

Invite: 54th EEI Financial Conference 

Dates 
November 10-12, 2019 

Company Dinners (Hosted by Guggenheim) 

 

Company Meetings 
*More Utilities will be added and we will update schedule accordingly* 

 

 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 
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Guggenheim's Power & Utility Comp Sheet

Price as of Close9/13/2019 Guggenheim Consensus

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

Cap ($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AEP American Electric Power 45.2 Neutral $82 $91.54 3.1% 63% 494 4.20 4.44 4.71 4.93 21.8 20.6 19.4 18.6 4.14 4.41 4.68 4.95 22.1 20.8 19.6 18.5

ALE ALLETE 4.5 Neutral $86 $87.07 2.9% 66% 52 3.57 3.88 4.17 4.28 24.4 22.4 20.9 20.3 3.56 3.86 4.18 4.28 24.5 22.6 20.8 20.3

AVA Avista* 3.2 Neutral $43 $48.07 3.4% 80% 66 1.93 2.05 2.23 2.41 24.9 23.4 21.6 19.9 2.55 1.99 2.15 2.41 18.9 24.2 22.3 19.9

CMS CMS Energy 17.4 Neutral $59 $61.27 2.7% 61% 284 2.50 2.69 2.88 3.07 24.5 22.8 21.3 20.0 2.50 2.67 2.87 3.07 24.5 22.9 21.3 20.0

DUK Duke Energy 68.4 Buy $99 $93.90 4.2% 75% 729 5.10 5.26 5.57 5.91 18.4 17.9 16.9 15.9 4.97 5.17 5.42 5.80 18.9 18.2 17.3 16.2

ED Consolidated Edison 29.8 Neutral $89 $89.81 3.4% 66% 332 4.36 4.61 4.79 4.94 20.6 19.5 18.7 18.2 4.35 4.58 4.76 4.90 20.6 19.6 18.9 18.3

EIX Edison International* 25.8 Suspended NA $71.93 NA NA 358 NA NA NA NA NA NA NA NA 4.69 4.54 4.70 - 15.3 15.9 15.3 -

ES Eversource Energy 26.7 Buy $88 $82.38 2.7% 60% 324 3.49 3.73 3.93 4.13 23.6 22.1 21.0 19.9 3.45 3.65 3.85 4.09 23.9 22.6 21.4 20.1

ETR Entergy 22.6 Buy $113 $113.52 3.3% 67% 199 5.30 5.63 5.97 6.34 21.4 20.2 19.0 17.9 5.28 5.58 5.94 6.29 21.5 20.3 19.1 18.0

EVRG Evergy 15.1 Buy $70 $64.21 3.3% 67% 235 2.93 3.14 3.32 3.52 21.9 20.4 19.3 18.2 2.89 3.16 3.31 3.47 22.2 20.3 19.4 18.5

FE FirstEnergy 25.6 Buy $49 $47.37 3.3% 63% 540 2.46 2.51 2.66 2.81 19.3 18.9 17.8 16.9 2.48 2.48 2.64 2.78 19.1 19.1 18.0 17.0

LNT Alliant Energy 12.3 Neutral $44 $51.65 2.9% 64% 238 2.27 2.37 2.50 2.69 22.8 21.8 20.7 19.2 2.26 2.43 2.54 2.66 22.8 21.3 20.4 19.4

PCG PG&E Corporation* 5.9 Suspended NA $11.18 0.0% 0% 529 NA NA NA NA NA NA NA NA 3.82 3.83 3.67 4.95 2.9 2.9 3.0 2.3

PNW Pinnacle West 10.5 Neutral $104 $93.08 3.4% 63% 112 4.78 5.04 5.28 5.63 19.5 18.5 17.6 16.5 4.77 5.03 5.30 5.58 19.5 18.5 17.6 16.7

POR Portland General Electric 4.9 Neutral $50 $55.37 2.9% 63% 89 2.40 2.56 2.73 2.77 23.1 21.6 20.3 20.0 2.40 2.56 2.72 2.81 23.0 21.6 20.3 19.7

PPL PPL Corporation 22.3 Neutral $34 $30.88 5.4% 66% 722 2.44 2.51 2.50 2.66 12.7 12.3 12.4 11.6 2.43 2.52 2.48 2.66 12.7 12.2 12.4 11.6

SO Southern Company 62.8 Neutral $56 $60.13 4.2% 81% 1045 3.05 3.15 3.31 3.46 19.7 19.1 18.2 17.4 3.04 3.16 3.27 3.47 19.8 19.0 18.4 17.3

WEC WEC Energy 28.8 Neutral $93 $91.16 2.7% 67% 315 3.52 3.73 3.98 4.26 25.9 24.4 22.9 21.4 3.53 3.75 3.99 4.26 25.9 24.3 22.8 21.4

*Average (Excl. PPL for P/E) 3.2% 67% 22.1 20.9 19.7 18.7 21.8 21.0 19.8 18.8

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NI NiSource 10.8 Buy $31 $29.04 2.8% 61% 373 1.32 1.37 1.47 1.58 22.0 21.2 19.8 18.4 1.31 1.39 1.48 1.59 22.2 21.0 19.6 18.3

NJR New Jersey Resources 4.1 Neutral $45 $45.10 2.7% 61% 90 1.97 2.17 2.36 2.54 22.9 20.8 19.1 17.8 1.96 2.14 2.39 2.54 23.0 21.0 18.9 17.8

NWN NW Natural Gas 2.2 Sell $56 $71.81 2.6% 79% 30 2.40 2.50 2.62 2.67 29.9 28.7 27.4 26.9 2.39 2.53 2.65 2.67 30.1 28.4 27.1 26.9

SJI South Jersey Industries 3.0 Buy $35 $32.75 3.6% 104% 92 1.12 1.60 1.74 1.90 29.2 20.5 18.8 17.2 1.10 1.56 1.73 1.87 29.8 21.0 18.9 17.5

SR Spire 4.4 Neutral $87 $86.99 2.8% 63% 51 3.78 4.01 4.17 4.45 23.0 21.7 20.9 19.5 3.75 3.90 4.09 4.37 23.2 22.3 21.3 19.9

Average 2.9% 74% 25.4 22.6 21.2 20.0 25.6 22.7 21.2 20.1

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

EXC Exelon 45.9 Buy $53 $47.27 3.0% 46% 972 3.13 3.05 3.02 3.08 15.1 15.5 15.7 15.3 3.14 3.09 3.00 3.20 15.1 15.3 15.8 14.7

PEG PSEG 30.7 Buy $64 $60.80 3.1% 59% 506 3.23 3.50 3.55 3.72 18.8 17.4 17.1 16.3 3.24 3.42 3.49 3.71 18.8 17.8 17.4 16.4

Average 3.1% 52% 17.0 16.4 16.4 15.8 16.9 16.5 16.6 15.6

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA Adjusted EBITDA EV / EBITDA

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NRG NRG Energy 9.7 Buy $51 $38.50 0.3% 0% 253 1,975 1,890 1,843 1,799 7.6 7.6 7.5 7.7 1,955 1,931 1,821 1,799 7.6 7.6 8.1 NA

VST Vistra Energy 12.9 Buy $39 $26.25 1.9% 0% 492 3,367 3,315 3,379 3,481 7.1 7.1 6.8 6.4 3,322 3,306 3,083 3,283 6.7 6.4 6.8 6.3

Average 7.3 7.3 7.2 7.0 7.2 7.0 7.5 NA

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CNP CenterPoint 15.0 Buy $32 $29.85 3.9% 69% 502 1.67 1.68 1.81 1.97 17.9 17.8 16.5 15.2 1.64 1.77 1.88 1.93 18.2 16.8 15.8 15.5

D Dominion 64.5 Buy $86 $78.52 4.7% 87% 822 4.24 4.44 4.68 4.92 18.5 17.7 16.8 16.0 4.19 4.39 4.63 4.89 18.8 17.9 16.9 16.0

DTE DTE Energy 23.5 Buy $140 $128.43 2.9% 60% 183 6.25 6.67 7.18 7.59 20.5 19.3 17.9 16.9 6.25 6.58 7.06 7.50 20.6 19.5 18.2 17.1

NEE NextEra 106.8 Buy $230 $218.49 2.2% 57% 489 8.55 9.26 9.99 10.65 25.6 23.6 21.9 20.5 8.39 9.08 9.83 10.48 26.0 24.1 22.2 20.8

OGE OGE Energy 8.8 Neutral $43 $43.95 3.4% 70% 200 2.14 2.30 2.41 2.51 20.5 19.1 18.2 17.5 2.12 2.29 2.41 2.49 20.7 19.2 18.3 17.7

SRE Sempra Energy 38.9 Buy $158 $141.70 2.8% 64% 275 6.08 7.21 7.65 7.92 23.3 19.7 18.5 17.9 6.00 6.99 7.79 7.86 23.6 20.3 18.2 18.0

Average 3.2% 68% 21.1 19.5 18.3 17.3 21.3 19.6 18.3 17.5

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AWK American Water Works 21.9 Neutral $105 $121.22 1.6% 54% 181 3.61 3.96 4.27 4.60 33.6 30.6 28.4 26.4 3.59 3.90 4.24 4.67 33.7 31.1 28.6 25.9

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA Adjusted EBITDA EV / EBITDA

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CWEN Clearway Energy 3.9 Suspended NA $18.19 NA NA 183 NA NA NA NA NA NA NA NA 971 1,051 1,156 NA 9.4 8.8 7.9 -

NEP NextEra Energy Partners 2.9 Buy $56 $51.00 4.0% NA 56 1,276 1,383 1,532 1,660 9.3 9.0 8.9 0.0 1,162 1,328 1,537 1,503 10.3 9.4 8.8 9.0

(1) Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2) Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3) Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4) IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5) Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).
Source: Bloomberg, Guggenheim Securities, LLC estimates.

Rating

Other Rating

Multi-Industry Utilities (5) Rating

Regulated Electric Utilities (1) Rating

Integrated Utilities (3) Rating

Rating
Independent Power Producers

(IPPs) (4)

Regulated Gas Utilities (2) Rating
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Share Price Performance (Year-to-Date)

Note: We are currently restricted on EIX and PCG
(1) Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2) Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3) Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4) IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5) Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).

Source: Bloomberg, Guggenheim Securities, LLC estimates.
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Guggenheim 2019 Non Deal Roadshow Schedule

MORE TO BE ADDED… 

 

 

 

Ticker Dates Regions  Ticker Dates Regions  

Commissioner 
Roundtable 

1/23 NYC PEG 6/24-6/26 Midwest  

FE 1/22-1/23 Boston/NYC AWK 7/9-7/10 Midwest  

D 2/25-2/26 Boston/NYC SRE 7/17-7/18 West Coast  

WEC 2/28-3/1 West Coast ES (Dinner) 8/12 NYC  

EXC 3/7-3/8 Dallas/Houston EVRG 8/20-8/21 Midwest  

PNW 3/11-3/13 Midwest NRG 9/10 Chicago  

ALE 4/2-4/4 West Coast ETR 9/11 Boston  

DTE 4/5 Boston ETR 9/12 KC/Minni  

ED 4/24 NYC  ETR 9/13 Chicago  

POR 4/29-4/30 West Coast  SJI 9/17 NYC/Boston  

VST 5/8-5/9 West Coast  SJI 9/18 NYC/Boston  

PPL 5/22-5/23 NYC 
 Texas Trip 

(CNP, ETR, NRG, 

SRE, VST) 
9/19-9/20 Dallas/Houston 

 

DTE 5/29-5/30 NYC  CNP 9/25 Boston  

LNT 6/4 Boston  ED 9/27 Boston  

DUK 6/6-6/7 Midwest  NEE 10/3-10/4 Midwest  

CWEN 6/13-6/14 Midwest  CMS 12/3-12/4 Texas  

SJI 6/19 NYC/NJ/CT      
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Key Events Calendar - September 2019

Power and Utilities: Coverage Calendar
Date Ticker Event / Proceeding Utility State Docket Description

9/2/2019 EIX Risk Assesment SCE CA I1811006  SCE files its Test Year 2021 GRC application with RAMP results, serves 

prepared testimony 9/3/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Reply Briefs 

9/4/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366   Staff and Intervenors file Rebuttal Testimony 

9/4/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Rebuttal testimony due (all parties) 

9/4/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evening public hearings 

9/5/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Initial briefs 

9/5/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session 

9/5/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evening public hearings 

9/6/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session 

9/9/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session Data Requests 

9/10/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  OCA & Intervenor Rebuttal to IPL (expedited discovery deadlines apply) 

9/10/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  IPL Reply Testimony to OCA and Intervenors 

9/10/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42315  Hearing  

9/10/2019 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002  IPL Reply Testimony  

9/10/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001  OCA & Intervenor Rebuttal 

9/11/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42315  Hearing  

9/11/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  Commission Order by at least 20 days before rates are effective. 

9/11/2019 D Electric Gas Rate Case Virginia Electric & Power Co. NC E-22, Sub 562  Rebuttal testimony of DENC 

9/11/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Commission Order 

9/12/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42315  Hearing  

9/12/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Initial Briefs 

9/12/2019 D Natural Gas Rate Case Questar Gas Company UT D-19-057-02  Phase IITechnical Conference 

9/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Reply briefs and proposed findings of fact, conclusions of law, and 

ordering paragraphs due 9/13/2019 D Electric Gas Rate Case Virginia Electric & Power Co. VA  C-PUR-2019-00088 (Rider S) Notice of Participation 

9/16/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  Joint Statement of Issues (includes list of witnesses common to electric 

and gas rate cases) 9/16/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  Pre-Hearing Briefs 

9/16/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Surrebuttal testimony due (all parties) 

9/16/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  CEA Revised Attachment A.i Filed 

9/16/2019 D Electric Gas Rate Case Virginia Electric & Power Co. NC E-22, Sub 562  Hearing and Cross Examination 

9/16/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  CEA Revised Attachment A.i 

9/16/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0002  Prehearing Briefs/Statement of Issues 

9/17/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec) Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Natural Gas Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Gas) Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec) Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Electric Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Elec)  Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Natural Gas Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Gas)  Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 D Electric Gas Rate Case Virginia Electric & Power Co. VA C-PUR-2019-00105 (Rider US-4) Notice of Participation 

9/18/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Party Comparison Chart due from Staff 

9/18/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evidentiary Hearing 

9/19/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evidentiary Hearing 

9/19/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  Staff/Intervenors' Response to Revised Attachment A.i 

9/19/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Rebuttal Testimony 

9/19/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Staff/Intervenors' Response  

9/20/2019 AEP G-RAC Appalachian Power Co. VA C-PUR-2019-00038 (G-RAC) Notice of Participation 

9/20/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session Data Responses 

9/20/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  Notice of Settlement (includes list of settled issues) 

9/20/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42314  Public Interest Advocacy Staff direct testimony 

9/20/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evidentiary Hearing 

9/20/2019 D Electric Gas Rate Case Virginia Electric & Power Co. NC E-22, Sub 562  Filling indicating points of disagreement with the Company’s filing 

9/20/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001  Notice of settlement 

9/23/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Rebuttal to IPL (expedited discovery deadlines apply) 

9/23/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Motions to Strike  

9/24/2019 AEP Electric Rate Case Southwestern Electric Power Co AR D-19-008-U  Surrebuttal Testimony (Staff/Intervenor)  

9/24/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366  Avista files Surrebuttal Testimony 

9/25/2019 D Electric Gas Rate Case Virginia Electric & Power Co. VA C-PUE-2019-00086 (Rider GV) Pre-filed Testimony 

9/26/2019 AEP Electric Rate Case Indiana Michigan Power Co. IN Ca-45235  Settlement Agreement and Testimony 

9/26/2019 ETR Natural Gas Rate Case System Energy Resources LA EL18-142-002  Rebuttal testimony by Staff to SER 

9/26/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Reply Briefs 

9/26/2019 PJM Markets and Reliability Comitee    -    -    -                                                                                                               -  

9/26/2019 NWN Gas Rate Case NW Natural WA D-UG-181053  Post hearing briefs due 

9/27/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Responses to Motions 

9/29/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Evidentiary 

9/30/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  Joint Statement of Issues (includes list of witnesses common to electric 

and gas rate cases) 9/30/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  Pre-Hearing Briefs 

9/30/2019 SO Electric Rate Case Georgia Power Co GA D-42516  Hearing : Applications to Intervene  

9/30/2019 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002  Prehearing Briefs/Statement of Issues 

Source: Company filings, Guggenheim Securities, LLC.
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Key Research

Guggenheim's Forward Commodity Curves

• Forward Commodity Curves for Power & Utility Modeling

Key Industry Research
1. PJM: Not So Fast - FERC Puts the Brakes on August Auction

2. Utility and IPP 2Q19 Model Sweep

3. ERCOT: Guggenheim Texas Power Market Luncheon Recap
4. Illinois Policy: In the Land of Lincoln, Uncertainty Reigns

5. Policy Speaker Series Recap on Energy and Capacity: Perpetual State of Reforms Same as It Ever Was
6. Open Dialogue with MO, WA Commissioners - Walking Away Incrementally Positive on Both Jurisdictions
7. Major Change at CPUC Cometh? Follow Up on Potential CPUC Movements, Governor's Chance to Reset CPUC Agenda
8. 2019 Utility Outlook: We Didn’t Hear A Bell… “Nothing's Over 'Til It's Over;” One More Round for Utilities
9. California Wildfire Wrap – You Can Check Out, but You Can Never Leave
10. Guggenheim's 2018 EEI Summary
11. Guggenheim EEI Takeaways - Day 3
12. Guggenheim EEI Takeaways - Day 2
13. Guggenheim EEI Takeaways - Day 1
14. Guggenheim EEI - Investor Question Bank
15. PJM: No Country for Common Ground; Reply Briefs Land at FERC
16. PJM: You May Ask Yourself, Well How Did I Get Here? Back to the Commission for the Main Show
17. Coal/Nuclear: Will Politics “Trump” Reality
18. CA Policy Crash Course: Don’t Hold Your Breath For a Wildfire Resolution….
19. February Meter Reading - Yield “Almost” Catching Up with Utility Valuations; Lowering Our PTs and Looking Beyond Bond

Surrogates
20. PJM Capacity Auction: Introducing Prelim-2021/22 Pricing Forecasts – Well…It’s Not Getting Much Worse, Projected Pricing Mixed

Key Company Research
1. DUK - SB 559 Moves Along, Pushing Out a Decision on Alternative Ratemaking to March ‘20
2. VST: Vistra Lassos Ambit Energy
3. ES: Very Constructive Dinner Among Friends Despite “Some” Being New England Sports Fans
4. SRE NDR: Step Up Growth Investors; Utility-Like Risk With Outsized Returns - How Do We Get There?
5. AWK NDR: No Water Shortages Here; Growth Not Drying Up Anytime Soon
6. NJR: Upgrade to NEUTRAL (from SELL) as Laggard Performance Balances OK with Fundamental Outlook
7. PEG NDR: NJ Clean Energy Agenda and Dipping the Toes in the Jersey Shore
8. SJI NDR: Tale from the Road - In the Market for a Value Play w/Solid Growth Prospects? … Look No Further
9. PPL - A Quandary Unlike Any Other
10. NEE/NEP: High End Is the New Low End, When You Think the Runway Ends, “They’re Just Getting Started”; Raising PT
11. SJI: Revising to BUY - Back In Jersey’s Hands & Steering The Ship Into Calmer (Mostly Regulated) Waters
12. LNT: For a Good Night’s Sleep, Take Alliant
13. NRG: More Down‘Stream’ Retail Expansion
14. VST NDR - What’s with All the Fuss… We Would Be Aggressive Buyers Here
15. ED NDR: Ripe in the Big Apple… - Solid Utility? Yes… But Undervalued? That’s Debatable
16. D: Guggenheim Policy Speaker, Atlantic Coast Pipeline Discussion | The Project Will Be Built
17. ALE NDR: TA-CO-NITE! Winds of Change Are Blowing in the Right Direction…
18. DTE – On the Road with Mgmt. – 80/20 Rule Need Not Apply; Solid Strategy, Supported by Good People
19. CMS – MPSC Telegraphing Constructive Regulatory Signals in CMS Gas Rate Case – Solid Footing
20. SRE: Simplicity is the Ultimate Sophistication…
21. VST: Another Day, Another Illinois Policy Proposal
22. D: Msg Delivered on Time/on Budget; Inline Analyst Day Cements Solid Base to Work Off Of--Execution/Patience is Key
23. VST: Clearing the Air in Illinois: MPS Resolution Draws Closer
24. PNW NDR: It's Just Another Political Cycle – Agendas More Aligned: Relationships Will Be Re-“Stored”
25. D: Guggenheim Policy Speaker, Millstone Discussion | Connecticut Un-Quarked: They Will Likely Get It Done, We Are Holding

Our Breath
26. EXC NDR: State Rescue Cometh - Deeper Dive
27. WEC NDR: Putting the WEC in WECC; Western NDR Highlights a Premium Utility with Valuation Concerns on Back Burner
28. D: NDR – Coming Out Party Well Received - March Madness Continues
29. PEG 4Q Preview and Mini Drill-Down - Looking Good from All Angles
30. VST: Bulking Up the Integrated Model with Some Eastern Retail: VST Acquires Crius Energy
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31. FE NDR: Time Is the Furthest Distance Between Two Points…
32. POR: Bringing Portland to the Heartland: Capex, Policy, and RFPs Dominate Our NDR
33. D/SCG: Global Settlement Reached; Upgrading SCG to BUY On Improved Merger Outlook
34. SRE: Another Day, Another Dollar: Buying Low; Selling High
35. NRG: The Texas Two Step - Front Seat for a Sizable Buyback Show? Past the Debut; We’re Now Here for the Climax
36. NEE – Mgmt. Roadshow: Rising Interest Rates? No Problem. Raising Valuation? Why Not…
37. Michigan Bus Tour: Motoring from Jackson to Detroit in Style
38. NYLD Mgmt. Call – Conservative Growth Guidance, Managing Expectations; Should Over-Deliver - Visibility Will Be Key
39. “Summer Nights” Means New Summer Flings – Tell Me About It; Upgrading, Downgrading and Making an M&A Call
40. SR Mgmt. Roadshow – Pathway for LT Growth Now More Visible; M&A? No Longer in Acquisition Mode
41. DUK Mgmt. Roadshow – Growth Concerns? Nothing to See Here, But Some Value Left on the Sidelines
42. CMS Mgmt. Roadshow – Consistent Showing: Another Day, Another Dollar; A Key Name We Are Watching
43. SRE – Follow-up Mgmt. Meeting - Crystal Clear Upside and “Active” Optimization Plan…Eventually: the Re-rating Will Come
44. SRE – Analyst Day - It’s the Simple Things in Life: One Way or Another, Actively Seeing a Re-Rating Story
45. PEG - Mgmt. NDR: Jersey Strong through the Midwest
46. D/SCG – Testing Dominion’s Patience? May Stick This Out…For Now... but Policy-Makers Playing a Dangerous Game
47. LNT - Mgmt. Roadshow: In Messy Times Everyone Appreciates a “Clean Story”….
48. ETR – No Introduction Needed: Analyst Day Highlights Above Avg., Undervalued, Regulated Growth Story w/ Upside
49. SRE – “Active” Analyst Day Preview: Keys to Unlocking Value Within Reach?
50. OGE/AEP – Okie Dokie in Oklahoma? Depends Which Way the Wind Blows
51. EVRG – Click, Click, There’s No Place Like Home: Top-tier Growth w/ Buybacks & Solid Risk-Adjusted Upside vs Peers
52. VST - Inline Analyst Day Comes with Buybacks, NT Deleveraging - Remains a Step Function, Catalyst Driven Story
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 213 54.48% 34 15.96%

NEUTRAL 168 42.97% 7 4.17%

SELL 10 2.56% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers
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on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.
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Guggenheim Securities Equity Research & Equities Teams

Healthcare Equity Research

Animal Health, Life Science Tools and Omics
David Westenberg, CFA 617.859.4624
David.Westenberg@guggenheimpartners.com 

Biotechnology
Whitney Ijem 212.518.9778
Whitney.Ijem@guggenheimpartners.com 

Michael Schmidt, Ph.D. 617.859.4636
Michael.Schmidt@guggenheimpartners.com 
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Healthcare Technology & Distribution
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Vikram.Kesavabhotla@guggenheimpartners.com

Medical Supplies & Devices
Chris Pasquale 212.518.9420
Chris.Pasquale@guggenheimpartners.com

Technology, Media & Telecom Equity Research

Sales and Trading Offices

New York   212.292.4700
San Francisco   415.852.6451
Boston   617.859.4626
Chicago   312.357.0778
Los Angeles 310.260.6832
Richmond 804.253.8052

Automotive Retail
Ali Faghri 310.319.2562
Ali.Faghri@guggenheimpartners.com

Beverages & Food Producers
Laurent Grandet 212.372.6368
Laurent.Grandet@guggenheimpartners.com

Food Retailers; Consumables Retail/Distribution
John Heinbockel 212.381.4135
John.Heinbockel@guggenheimpartners.com

Hardlines Retail
Steven Forbes, CFA 212.381.4188
Steven.Forbes@guggenheimpartners.com

Restaurants
Matthew DiFrisco 212.823.6599
Matthew.DiFrisco@guggenheimpartners.com

Retailing/Department Stores and Specialty Softlines
Robert Drbul 212.823.6558
Robert.Drbul@guggenheimpartners.com

Consumer Equity Research

Communications Infrastructure
Robert Gutman 212.518.9148
Robert.Gutman@guggenheimpartners.com

Digital Services 
Jake Fuller 212.518.9013
Jake.Fuller@guggenheimpartners.com

Entertainment & Digital Media
Michael Morris, CFA 804.253.8025
Michael.Morris@guggenheimpartners.com

Curry Baker 804.253.8029
Curry.Baker@guggenheimpartners.com

Financial Technology
Jeff Cantwell, CFA 212.823.6543
Jeffrey.Cantwell@guggenheimpartners.com

Software
Nandan Amladi 212.823.6597
Nandan.Amladi@guggenheimpartners.com

Imtiaz Koujalgi 212 518 9398
Imtiaz.Koujalgi@guggenheimpartners.com

Ken Wong, CFA 415.852.6465
Ken.Wong@guggenheimpartners.com

Telecom, Cable & Satellite Services
Mike McCormack, CFA 212.518.9774
Mike.McCormack@guggenheimpartners.com

Consumer Equities Team

Consumer Sector Specialist
Carey Kaufman 504.299.3424
Carey.Kaufman@guggenheimpartners.com

Exploration & Production
Subash Chandra, CFA 212.918.8771
Subash.Chandra@guggenheimpartners.com

Power, Utilities & Alternative Energy
Shahriar Pourreza, CFA 212.518.5862
Shahriar.Pourreza@guggenheimpartners.com

Energy & Power Equity Research

Healthcare Equities Team

Healthcare Sector Specialist
Whitney Wolfe 212.518.9630
Whitney.Wolfe@guggenheimpartners.com

Brennan Doyle 617.859.4622
Brennan.Doyle@guggenheimpartners.com

Senior Healthcare Policy Advisor
Neal Masia 212.518.9750
Neal.Masia@guggenheimpartners.com
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Shahriar Pourreza, CFA, Analyst
shahriar.pourreza@guggenheimpartners.com
212 518 5862

Constantine Lednev, Associate
constantine.lednev@guggenheimpartners.com
212 651 0847

James Kennedy, Associate
james.kennedy@guggenheimpartners.com
212 823 6741

Khanh Nguyen, CFA, Associate
khanh.nguyen@guggenheimpartners.com
212 823 6561

Kody Clark, Associate
kody.clark@guggenheimpartners.com
212 518 9538

 

 

Ticker Price Rating
CMS 61.63 Neutral
DTE 129.23 Buy
DUK 94.96 Buy
ETR 113.89 Buy
EVRG 64.88 Buy
EXC 47.88 Buy
NEE 220.74 Buy
PNW 93.28 Neutral
SO 59.99 Neutral
WEC 91.55 Neutral

 

 Power, Utilities & Alternative Energy September 13, 2019

The Guggenheim Daily Transmission: NEE, Solar,
Policy, ETR, FERC, EVRG, PNW, EXC, WEC, DUK,
SO, DTE, CMS

For other Guggenheim Hosted Client Utility Events including
Annual TX Power, Gas and Wires Bus Tour, EEI Meetings/
Utility Dinners, NDR schedule among other events, scroll
down

NEE – JEA reorganization process delayed by 1 week

Solar – 1.7GW solar portfolio sale gets underway

Policy – Wind capacity installations expected to slow down due to lower tax incentives

ETR – Entergy Arkansas maintains coal retirement dates under state's new haze plan

FERC – Glick advised to recuse himself from matters concerning former client

EVRG – KS Commission denies Westar cost recovery for purchase of 8% interest in
Jeffery Plant

PNW – APS issues RFPs for 400MW of solar and wind resources

EXC/WEC – Donations to Chicago Mayor Lightfoot in focus

FERC – Open meeting agenda posted, PURPA items slated for discussion

DUK – Adding TX solar asset to its renewable commercial portfolio

SO – Staff filed responses in Atlanta Gas Light (AGL)’s rate case

DTE – DTE Energy starts first renewable natural gas operations

CMS – CMS settles with solar developers over prior avoided cost methodology

NEE – JEA reorganization process delayed by 1 week

• Florida municipal utility JEA has pushed back by one week a deadline for initial bids in
its strategic review.

• The utility launched the process, known as an Invitation to Negotiate (ITN) for strategic
alternatives, last month and set a bid deadline of Sept. 30, but bids are now due Oct. 7.

• The ITN will be conducted in three phases: solicitation, evaluation and negotiation.

• Jacksonville Electric Authority (JEA) potential privatization was voted on by the JEA board
earlier.

Guggenheim takeaway: Procedural data point. We have previously anticipated NEE to
make a bid for other utilities near their core Florida jurisdiction. These upsides are not
included in company guidance, but we have mentioned potential upsides in our note here.

Solar – 1.7GW solar portfolio sale gets underway

• SparkSpread reports a partnership between Intersect Power and a subsidiary of SoftBank
Group (9984.T) has kicked off an auction process for a 1.7 GW portfolio of solar projects
located in Texas and California
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• Projects are expected to enter commercial operation between June 2021 and April 2022.

Guggenheim takeaway: For your awareness. DUK has been recently purchasing
commercial renewables projects and we anticipate they would be among the bidders going
forward as they look to grow their commercial solar portfolio.

Policy – Wind capacity installations expected to slow down due to lower tax
incentives

• Wind generation capacity could be facing a slowdown by the beginning of 2021.

• "Continued strong growth in wind capacity is anticipated in the near term," said the US
Department of Energy's Wind Technologies Market Report.

• A market contraction is anticipated beginning in 2021 as the tax incentives are phased
out.

Guggenheim takeaway: Minor data point for your awareness.

ETR – Entergy Arkansas maintains coal retirement dates under state's new haze plan

• The US Environmental Protection Agency has approved revisions to an Arkansas
regional haze plan that aligns with a pending court settlement over the fate of two Entergy
Arkansas coal plants headed for retirement.

• The approved revisions, announced by the EPA on Tuesday, exempt the Entergy
subsidiary's 1,639-MW White Bluff and 1,657-MW Independence plants from installing
additional pollution control equipment

Guggenheim takeaway: Minor data point for your awareness. This is consistent with ETR's
plan to clean up the company's overall generation mix. note - we are hosting an ETR NDR
this week.

FERC – Glick advised to recuse himself from matters concerning former client

• Commissioner Glick has revealed that a shift in an interpretation of the Administration’s
ethics pledge/rules will require his recusal from certain matters concerning Avangrid
(NYSE: AGR)

• “Now that Glick has revealed the issue, will there be consequences? Immediate
consequence is that Glick has ceased working on Avangrid matters. Presumably, that
includes the PJM capacity market proceeding where Avangrid filed” – Ari Peskoe

• See Glick’s statement HERE

• Harvard’s Peskoe’ HERE

Guggenheim takeaway: Another day, another ethics situation. In our view, this latest
situation may deprive FERC of a quorum on a host of issues – most specifically the PJM
capacity reform docket. As Harvard’s Peskoe notes in the link above, even if Glick were
to participate there could be subsequent legal challenges. Avangrid is an active party to
the PJM MOPR/FRR proceeding. We are therefore assuming that Commissioner Glick has
recused himself from the matter, meaning that FERC lacks a quorum to issue an order until
either November 29, 2019 or the date that the White House issues a waiver from a provision
of the ethics pledge, whichever is earlier.

EVRG – KS Commission denies Westar cost recovery for purchase of 8% interest in
Jeffery Plant

• The KCC had denied the recovery of costs associated Westar’s purchase of an
outstanding 8% stake at the Jeffery coal plant, in which it owns the remaining 92%

• In March, Westar asked the Kansas Corporation Commission to recover $4.83M in
deferred lease payments and an estimated $3.2M in deferred O&M. Westar also asked
to recover ongoing nonfuel operations and maintenance costs associated with the 8%
interest it bought
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• “At the time of its settlement agreement with MWP, Westar knew or had strong evidence
that the 8% portion of JEC it was purchasing was not going to become profitable. In the
19-064 Docket, Westar quoted Staff witness, Chad Unrein, regarding MWP's cash flows
for the 8% interest in JEC as follows: "At a high level, Westar predicts MWP's cash flow
shortfall between $10 million to $10.5 million per year over the first three years, and the
Westar model does not produce a single year of financial profits through 2034." – KCC

• See HERE

Guggenheim takeaway: We continue to dig for details on what the ultimate impact to
Westar and EVRG may be from the denial for cost recovery. As noted above, a KS PSC Staff
estimate put the potential drag from the plant at up to $10mm/year, but the assumptions and
inputs used to derive that figure remain unclear. Under the order the 8% interest is free to
earn wholesale power revenues from the stake.

PNW – APS issues RFPs for 400MW of solar and wind resources

• APS has issued an RFP for 150MW of solar and up to 250MW of wind resources, with
the former due for service by EOY 2021 and the latter by EOY 2022

• More HERE

Guggenheim takeaway: As expected.

EXC/WEC – Donations to Chicago Mayor Lightfoot in focus

• Crain’s is reporting that a significant proportion of ComEd and People’s Gas’ political
donation budgets has gone to newly-elected Mayor Lightfoot

• More HERE

Guggenheim takeaway: Very minor data point for your awareness.

FERC – Open meeting agenda posted – PURPA items slated for discussion

• The agenda for next week’s open meeting has been posted, with PURPA slated for
discussion

• See HERE

Guggenheim takeaway: Heads up.

DUK – Adding TX solar asset to its renewable commercial portfolio

• DUK has entered into an agreement to acquire the 200-MW (MWac) Rambler solar
project from Canadian Solar (CSIQ).

• The project is located in Tom Green County, TX and scheduled to be online in mid-2020.

• Link HERE.

Guggenheim takeaway: DUK continues to make good progress on filling in the earnings
for the Commercial Renewables segment. Recall that DUK recently added a 350-MW wind
project, Frontier Windpower II, in OK (in-service 2020), a 200-MW solar plant, Holstein, in
TX (in-service summer of 2020) to its fleet, and has also made investments in solid oxide
fuel cells that will be installed at 30 sites over the next 18 months (over 2019 and 2020). DUK
will collect 30% ITC on this fuel cell investment as the installations are completed (see our
7/2/2019 Daily for more details on the solid oxide fuel cell investments). Besides regulated
and commercial renewables, other LT potential catalysts for DUK include Carolinas rate
cases, ACP resolution, Florida undergrounding, and SoBRA extension. See our 2Q19 note
(HERE) for more details..

SO – Staff filed responses in Atlanta Gas Light (AGL)’s rate case
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• The public interest advocacy staff (PIAS) has filed its response to AGL’s first set of data
requests.

• Docket D-42315.

Guggenheim takeaway: For your tracking of the rate case. The case was filed on June 3rd

and it is the first full rate case since 2010 for Atlanta Gas Light.

CMS – CMS settles with solar developers over prior avoided cost methodology

• The MPSC on Sept. 11 approved a settlement between CMS and solar developers that
had PURPA projects in the development queue between the approval of the avoided
costs and the CMS IRP.

• CMS committed to make "commercially reasonable" efforts to purchase and interconnect
584 MW of solar energy projects by Sept. 1, 2023.

• The projects will be contracted through PPAs at settled rates. The specific terms remain
undisclosed.

Guggenheim takeaway: The 584 MW of projects are incremental to the IRP that was
approved for CMS. The projects will fall under the financial compensation mechanism for
PPAs which allows modest incremental earnings based on contract prices and volumes.
Assuming a 20% capacity factor and 60-70 $/MWh pricing (and CMS allowed 5.88%
earnings rate) the FCM could contribute about $4M to earnings on a pre-tax basis, or ~
$0.01 after tax.

DTE – DTE Energy starts first renewable natural gas operations

• DTE Biomass Energy opened its first renewable natural gas processing and interstate
injection site in Wisconsin.

• The RNG injection site processes raw biogas from nearby partner farms and receives
RNG trucked in from other dairy farm-based DTE facilities and gets injected directly into
the interstate pipeline system.

• "This injection and RNG processing facility is an important milestone for us…DTE's dairy
RNG production has grown tremendously over the last several months, and now we have
a central location and efficient means for continuing the operation and growth of these
and other dairy projects." said Kevin Dobson, vice president of business development
at DTE Biomass Energy.

• DTE is currently constructing four more RNG facilities in Wisconsin.

• The projects expect to begin processing RNG in early 2020.

Guggenheim takeaway: This is an important datapoint for DTE’s Power and Industrial
business group, as the projects help backfill the sunsetting renewable energy fuels
certificates. Between RNG and cogeneration projects, we expect the segment to grow
earnings contributions through 2022.
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Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour
 

 

Equity Research  |  Corporate Access 

Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour 
Please join us in the Lone Star state for two days of meetings in Dallas and Houston, 

featuring C-Suite from Vistra, Sempra (Oncor), CenterPoint, NRG and Entergy. We 

will be focused on several sector themes including ERCOT market dynamics, de-

regulated power markets and regulated T&D growth opportunities in and outside of 

TX, with the trip conveniently timed with the all-important peak summer season and 

Q3 earnings. 

Dates and Locations 

September 19 | Dallas 
September 20 | Houston 

Thursday, September 19 | Dallas 

10:00 AM |Vistra Energy Corp. (VST) 
David Campbell, CFO and team members 

1:00 PM | Sempra Energy (SRE) / Oncor 
Trevor Mihalik, CFO of Sempra Energy; Allen Nye, CEO of Oncor; Don Clevenger, CFO of 
Oncor and other management team  

Fly to Houston and have dinner with Guggenheim Team 

Friday, September 20 | Houston  
8:00 AM | CenterPoint Energy, Inc. (CNP) 
Xia Liu, CFO; Kenny Mercado, CIO (Chief Integration Officer) and other team members 

10:00 AM | NRG Energy Inc. (NRG) 
Mauricio Gutierrez, CEO; Elizabeth Killinger, Head of Mass Retail; Robert Gaudette, Head of 
Business Solutions 

1:00 PM | Entergy Corporation (ETR) 
Drew Marsh, CFO Entergy Corp, Sallie Rainer, President and CEO of Entergy Texas and other 
team members (close distance from airport) 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 

Logistics 

Transportation details, logistics and hotel recommendations to follow 

Houston Hotel: We ask all attendees to book hotel rooms at The Four Seasons Houston 
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Guggenheim's 2019 EEI Invite & Schedule

Invite: 54th EEI Financial Conference 

Dates 
November 10-12, 2019 

Company Dinners (Hosted by Guggenheim) 

 

Company Meetings 
*More Utilities will be added and we will update schedule accordingly* 

 

 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 
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Guggenheim's Power & Utility Comp Sheet

Price as of Close9/12/2019 Guggenheim Consensus

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

Cap ($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AEP American Electric Power 45.4 Neutral $82 $92.02 3.1% 63% 494 4.20 4.44 4.71 4.93 21.9 20.7 19.5 18.7 4.14 4.41 4.68 4.94 22.2 20.9 19.7 18.6

ALE ALLETE 4.5 Neutral $86 $87.19 2.9% 66% 52 3.57 3.88 4.17 4.28 24.4 22.5 20.9 20.4 3.56 3.86 4.18 4.28 24.5 22.6 20.9 20.4

AVA Avista* 3.2 Neutral $43 $48.23 3.4% 80% 66 1.93 2.05 2.23 2.41 25.0 23.5 21.6 20.0 2.55 1.99 2.15 2.41 18.9 24.3 22.4 20.0

CMS CMS Energy 17.5 Neutral $59 $61.63 2.6% 61% 284 2.50 2.69 2.88 3.07 24.7 22.9 21.4 20.1 2.50 2.67 2.87 3.07 24.7 23.1 21.5 20.1

DUK Duke Energy 69.2 Buy $99 $94.96 4.1% 75% 729 5.10 5.26 5.57 5.91 18.6 18.1 17.0 16.1 4.97 5.17 5.42 5.80 19.1 18.4 17.5 16.4

ED Consolidated Edison 30.0 Neutral $89 $90.19 3.4% 66% 332 4.36 4.61 4.79 4.94 20.7 19.6 18.8 18.3 4.35 4.58 4.76 4.90 20.7 19.7 18.9 18.4

EIX Edison International* 26.0 Suspended NA $72.54 NA NA 358 NA NA NA NA NA NA NA NA 4.69 4.54 4.70 - 15.5 16.0 15.4 -

ES Eversource Energy 26.8 Buy $88 $82.86 2.7% 60% 324 3.49 3.73 3.93 4.13 23.7 22.2 21.1 20.1 3.45 3.65 3.85 4.09 24.0 22.7 21.5 20.3

ETR Entergy 22.6 Buy $113 $113.89 3.3% 67% 199 5.30 5.63 5.97 6.34 21.5 20.2 19.1 18.0 5.28 5.58 5.94 6.29 21.6 20.4 19.2 18.1

EVRG Evergy 15.3 Buy $70 $64.88 3.2% 67% 235 2.93 3.14 3.32 3.52 22.1 20.7 19.5 18.4 2.89 3.16 3.31 3.47 22.5 20.5 19.6 18.7

FE FirstEnergy 25.7 Buy $49 $47.63 3.3% 63% 540 2.46 2.51 2.66 2.81 19.4 19.0 17.9 17.0 2.48 2.48 2.64 2.78 19.2 19.2 18.1 17.1

LNT Alliant Energy 12.3 Neutral $44 $51.70 2.9% 64% 238 2.27 2.37 2.50 2.69 22.8 21.8 20.7 19.2 2.26 2.43 2.54 2.66 22.9 21.3 20.4 19.4

PCG PG&E Corporation* 5.3 Suspended NA $10.10 0.0% 0% 529 NA NA NA NA NA NA NA NA 3.82 3.93 3.96 4.95 2.6 2.6 2.5 2.0

PNW Pinnacle West 10.5 Neutral $104 $93.28 3.4% 63% 112 4.78 5.04 5.28 5.63 19.5 18.5 17.7 16.6 4.77 5.03 5.30 5.58 19.5 18.5 17.6 16.7

POR Portland General Electric 5.0 Neutral $50 $55.76 2.9% 63% 89 2.40 2.56 2.73 2.77 23.2 21.8 20.4 20.1 2.40 2.56 2.72 2.81 23.2 21.7 20.5 19.8

PPL PPL Corporation 22.3 Neutral $34 $30.88 5.4% 66% 722 2.44 2.51 2.50 2.66 12.7 12.3 12.4 11.6 2.43 2.52 2.48 2.66 12.7 12.2 12.4 11.6

SO Southern Company 62.7 Neutral $56 $59.99 4.2% 81% 1045 3.05 3.15 3.31 3.46 19.7 19.0 18.1 17.3 3.03 3.15 3.27 3.47 19.8 19.0 18.3 17.3

WEC WEC Energy 28.9 Neutral $93 $91.55 2.7% 67% 315 3.52 3.73 3.98 4.26 26.0 24.5 23.0 21.5 3.53 3.75 3.99 4.26 26.0 24.4 22.9 21.5

*Average (Excl. PPL for P/E) 3.2% 67% 22.2 21.0 19.8 18.8 21.9 21.1 19.9 18.9

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NI NiSource 10.9 Buy $31 $29.11 2.7% 61% 373 1.32 1.37 1.47 1.58 22.1 21.2 19.8 18.4 1.31 1.39 1.48 1.59 22.3 21.0 19.7 18.4

NJR New Jersey Resources 4.1 Neutral $45 $45.08 2.7% 61% 90 1.97 2.17 2.36 2.54 22.9 20.8 19.1 17.7 1.96 2.14 2.39 2.54 23.0 21.0 18.9 17.7

NWN NW Natural Gas 2.2 Sell $56 $72.03 2.6% 79% 30 2.40 2.50 2.62 2.67 30.0 28.8 27.5 27.0 2.39 2.53 2.65 2.67 30.2 28.5 27.2 27.0

SJI South Jersey Industries 3.0 Buy $35 $32.72 3.6% 104% 92 1.12 1.60 1.74 1.90 29.2 20.5 18.8 17.2 1.10 1.56 1.73 1.87 29.7 21.0 18.9 17.5

SR Spire 4.4 Neutral $87 $86.48 2.8% 63% 51 3.78 4.01 4.17 4.45 22.9 21.6 20.7 19.4 3.75 3.90 4.09 4.37 23.0 22.2 21.2 19.8

Average 2.9% 74% 25.4 22.6 21.2 20.0 25.6 22.7 21.2 20.1

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

EXC Exelon 46.5 Buy $53 $47.88 3.0% 46% 972 3.13 3.05 3.02 3.08 15.3 15.7 15.9 15.5 3.13 3.10 2.99 3.20 15.3 15.5 16.0 14.9

PEG PSEG 31.1 Buy $64 $61.45 3.1% 59% 506 3.23 3.50 3.55 3.72 19.0 17.6 17.3 16.5 3.24 3.42 3.49 3.71 19.0 18.0 17.6 16.6

Average 3.0% 52% 17.2 16.6 16.6 16.0 17.1 16.7 16.8 15.8

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA Adjusted EBITDA EV / EBITDA

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NRG NRG Energy 9.7 Buy $51 $38.29 0.3% 0% 253 1,975 1,890 1,843 1,799 7.6 7.6 7.5 7.7 1,950 1,931 1,809 1,799 7.6 7.6 8.1 NA

VST Vistra Energy 12.9 Buy $39 $26.27 1.9% 0% 492 3,367 3,315 3,379 3,481 7.1 7.1 6.8 6.4 3,322 3,306 3,083 3,283 6.7 6.4 6.8 6.3

Average 7.3 7.3 7.1 7.0 7.2 7.0 7.5 NA

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CNP CenterPoint 15.0 Buy $32 $29.88 3.9% 69% 502 1.67 1.68 1.81 1.97 17.9 17.8 16.5 15.2 1.64 1.77 1.88 1.93 18.2 16.8 15.9 15.5

D Dominion 64.6 Buy $86 $78.54 4.7% 87% 822 4.24 4.44 4.68 4.92 18.5 17.7 16.8 16.0 4.19 4.39 4.63 4.89 18.8 17.9 17.0 16.1

DTE DTE Energy 23.7 Buy $140 $129.23 2.9% 60% 183 6.25 6.67 7.18 7.59 20.7 19.4 18.0 17.0 6.25 6.58 7.06 7.50 20.7 19.6 18.3 17.2

NEE NextEra 107.9 Buy $230 $220.74 2.2% 57% 489 8.55 9.26 9.99 10.65 25.8 23.8 22.1 20.7 8.39 9.08 9.83 10.48 26.3 24.3 22.5 21.1

OGE OGE Energy 8.8 Neutral $43 $43.92 3.4% 70% 200 2.14 2.30 2.41 2.51 20.5 19.1 18.2 17.5 2.12 2.29 2.41 2.49 20.7 19.2 18.2 17.6

SRE Sempra Energy 39.4 Buy $158 $143.66 2.7% 64% 275 6.08 7.21 7.65 7.92 23.6 19.9 18.8 18.1 6.00 6.99 7.79 7.86 23.9 20.6 18.4 18.3

Average 3.2% 68% 21.2 19.6 18.4 17.4 21.4 19.7 18.4 17.6

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AWK American Water Works 22.0 Neutral $105 $121.76 1.6% 54% 181 3.61 3.96 4.27 4.60 33.7 30.7 28.5 26.5 3.59 3.90 4.24 4.67 33.9 31.2 28.7 26.1

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA Adjusted EBITDA EV / EBITDA

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CWEN Clearway Energy 3.9 Suspended NA $18.25 NA NA 183 NA NA NA NA NA NA NA NA 971 1,051 1,156 NA 9.4 8.8 7.9 -

NEP NextEra Energy Partners 2.9 Buy $56 $51.34 4.0% NA 56 1,276 1,383 1,532 1,660 9.4 9.1 8.9 0.0 1,162 1,328 1,537 1,503 10.3 9.4 8.9 9.0

(1) Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2) Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3) Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4) IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5) Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).
Source: Bloomberg, Guggenheim Securities, LLC estimates.

Regulated Electric Utilities (1) Rating

Integrated Utilities (3) Rating

Rating
Independent Power Producers

(IPPs) (4)

Regulated Gas Utilities (2) Rating

Rating

Other Rating

Multi-Industry Utilities (5) Rating
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Share Price Performance (Year-to-Date)

Note: We are currently restricted on EIX and PCG
(1) Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2) Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3) Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4) IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5) Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).

Source: Bloomberg, Guggenheim Securities, LLC estimates.
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Guggenheim 2019 Non Deal Roadshow Schedule

MORE TO BE ADDED… 

 

 

 

Ticker Dates Regions  Ticker Dates Regions  

Commissioner 
Roundtable 

1/23 NYC PEG 6/24-6/26 Midwest  

FE 1/22-1/23 Boston/NYC AWK 7/9-7/10 Midwest  

D 2/25-2/26 Boston/NYC SRE 7/17-7/18 West Coast  

WEC 2/28-3/1 West Coast ES (Dinner) 8/12 NYC  

EXC 3/7-3/8 Dallas/Houston EVRG 8/20-8/21 Midwest  

PNW 3/11-3/13 Midwest NRG 9/10 Chicago  

ALE 4/2-4/4 West Coast ETR 9/11 Boston  

DTE 4/5 Boston ETR 9/12 KC/Minni  

ED 4/24 NYC  ETR 9/13 Chicago  

POR 4/29-4/30 West Coast  SJI 9/17 NYC/Boston  

VST 5/8-5/9 West Coast  SJI 9/18 NYC/Boston  

PPL 5/22-5/23 NYC 
 Texas Trip 

(CNP, ETR, NRG, 

SRE, VST) 

9/19-9/20 Dallas/Houston 
 

DTE 5/29-5/30 NYC  CNP 9/25 Boston  

LNT 6/4 Boston  ED 9/27 Boston  

DUK 6/6-6/7 Midwest  NEE 10/3-10/4 Midwest  

CWEN 6/13-6/14 Midwest  CMS 12/3-12/4 Texas  

SJI 6/19 NYC/NJ/CT      
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Key Events Calendar - September 2019

Power and Utilities: Coverage Calendar
Date Ticker Event / Proceeding Utility State Docket Description

9/2/2019 EIX Risk Assesment SCE CA I1811006  SCE files its Test Year 2021 GRC application with RAMP results, serves 

prepared testimony 9/3/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Reply Briefs 

9/4/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366   Staff and Intervenors file Rebuttal Testimony 

9/4/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Rebuttal testimony due (all parties) 

9/4/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evening public hearings 

9/5/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Initial briefs 

9/5/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session 

9/5/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evening public hearings 

9/6/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session 

9/9/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session Data Requests 

9/10/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  OCA & Intervenor Rebuttal to IPL (expedited discovery deadlines apply) 

9/10/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  IPL Reply Testimony to OCA and Intervenors 

9/10/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42315  Hearing  

9/10/2019 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002  IPL Reply Testimony  

9/10/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001  OCA & Intervenor Rebuttal 

9/11/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42315  Hearing  

9/11/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  Commission Order by at least 20 days before rates are effective. 

9/11/2019 D Electric Gas Rate Case Virginia Electric & Power Co. NC E-22, Sub 562  Rebuttal testimony of DENC 

9/11/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Commission Order 

9/12/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42315  Hearing  

9/12/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Initial Briefs 

9/12/2019 D Natural Gas Rate Case Questar Gas Company UT D-19-057-02  Phase IITechnical Conference 

9/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Reply briefs and proposed findings of fact, conclusions of law, and 

ordering paragraphs due 9/13/2019 D Electric Gas Rate Case Virginia Electric & Power Co. VA  C-PUR-2019-00088 (Rider S) Notice of Participation 

9/16/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  Joint Statement of Issues (includes list of witnesses common to electric 

and gas rate cases) 9/16/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  Pre-Hearing Briefs 

9/16/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Surrebuttal testimony due (all parties) 

9/16/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  CEA Revised Attachment A.i Filed 

9/16/2019 D Electric Gas Rate Case Virginia Electric & Power Co. NC E-22, Sub 562  Hearing and Cross Examination 

9/16/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  CEA Revised Attachment A.i 

9/16/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0002  Prehearing Briefs/Statement of Issues 

9/17/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec) Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Natural Gas Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Gas) Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec) Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Electric Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Elec)  Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Natural Gas Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Gas)  Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 D Electric Gas Rate Case Virginia Electric & Power Co. VA C-PUR-2019-00105 (Rider US-4) Notice of Participation 

9/18/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Party Comparison Chart due from Staff 

9/18/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evidentiary Hearing 

9/19/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evidentiary Hearing 

9/19/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  Staff/Intervenors' Response to Revised Attachment A.i 

9/19/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Rebuttal Testimony 

9/19/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Staff/Intervenors' Response  

9/20/2019 AEP G-RAC Appalachian Power Co. VA C-PUR-2019-00038 (G-RAC) Notice of Participation 

9/20/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session Data Responses 

9/20/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  Notice of Settlement (includes list of settled issues) 

9/20/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42314  Public Interest Advocacy Staff direct testimony 

9/20/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evidentiary Hearing 

9/20/2019 D Electric Gas Rate Case Virginia Electric & Power Co. NC E-22, Sub 562  Filling indicating points of disagreement with the Company’s filing 

9/20/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001  Notice of settlement 

9/23/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Rebuttal to IPL (expedited discovery deadlines apply) 

9/23/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Motions to Strike  

9/24/2019 AEP Electric Rate Case Southwestern Electric Power Co AR D-19-008-U  Surrebuttal Testimony (Staff/Intervenor)  

9/24/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366  Avista files Surrebuttal Testimony 

9/25/2019 D Electric Gas Rate Case Virginia Electric & Power Co. VA C-PUE-2019-00086 (Rider GV) Pre-filed Testimony 

9/26/2019 AEP Electric Rate Case Indiana Michigan Power Co. IN Ca-45235  Settlement Agreement and Testimony 

9/26/2019 ETR Natural Gas Rate Case System Energy Resources LA EL18-142-002  Rebuttal testimony by Staff to SER 

9/26/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Reply Briefs 

9/26/2019 PJM Markets and Reliability Comitee    -    -    -                                                                                                               -  

9/26/2019 NWN Gas Rate Case NW Natural WA D-UG-181053  Post hearing briefs due 

9/27/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Responses to Motions 

9/29/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Evidentiary 

9/30/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  Joint Statement of Issues (includes list of witnesses common to electric 

and gas rate cases) 9/30/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  Pre-Hearing Briefs 

9/30/2019 SO Electric Rate Case Georgia Power Co GA D-42516  Hearing : Applications to Intervene  

9/30/2019 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002  Prehearing Briefs/Statement of Issues 

Source: Company filings, Guggenheim Securities, LLC.
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Key Research

Guggenheim's Forward Commodity Curves

• Forward Commodity Curves for Power & Utility Modeling

Key Industry Research
1. PJM: Not So Fast - FERC Puts the Brakes on August Auction

2. Utility and IPP 2Q19 Model Sweep

3. ERCOT: Guggenheim Texas Power Market Luncheon Recap
4. Illinois Policy: In the Land of Lincoln, Uncertainty Reigns

5. Policy Speaker Series Recap on Energy and Capacity: Perpetual State of Reforms Same as It Ever Was
6. Open Dialogue with MO, WA Commissioners - Walking Away Incrementally Positive on Both Jurisdictions
7. Major Change at CPUC Cometh? Follow Up on Potential CPUC Movements, Governor's Chance to Reset CPUC Agenda
8. 2019 Utility Outlook: We Didn’t Hear A Bell… “Nothing's Over 'Til It's Over;” One More Round for Utilities
9. California Wildfire Wrap – You Can Check Out, but You Can Never Leave
10. Guggenheim's 2018 EEI Summary
11. Guggenheim EEI Takeaways - Day 3
12. Guggenheim EEI Takeaways - Day 2
13. Guggenheim EEI Takeaways - Day 1
14. Guggenheim EEI - Investor Question Bank
15. PJM: No Country for Common Ground; Reply Briefs Land at FERC
16. PJM: You May Ask Yourself, Well How Did I Get Here? Back to the Commission for the Main Show
17. Coal/Nuclear: Will Politics “Trump” Reality
18. CA Policy Crash Course: Don’t Hold Your Breath For a Wildfire Resolution….
19. February Meter Reading - Yield “Almost” Catching Up with Utility Valuations; Lowering Our PTs and Looking Beyond Bond

Surrogates
20. PJM Capacity Auction: Introducing Prelim-2021/22 Pricing Forecasts – Well…It’s Not Getting Much Worse, Projected Pricing Mixed

Key Company Research
1. DUK - SB 559 Moves Along, Pushing Out a Decision on Alternative Ratemaking to March ‘20
2. VST: Vistra Lassos Ambit Energy
3. ES: Very Constructive Dinner Among Friends Despite “Some” Being New England Sports Fans
4. SRE NDR: Step Up Growth Investors; Utility-Like Risk With Outsized Returns - How Do We Get There?
5. AWK NDR: No Water Shortages Here; Growth Not Drying Up Anytime Soon
6. NJR: Upgrade to NEUTRAL (from SELL) as Laggard Performance Balances OK with Fundamental Outlook
7. PEG NDR: NJ Clean Energy Agenda and Dipping the Toes in the Jersey Shore
8. SJI NDR: Tale from the Road - In the Market for a Value Play w/Solid Growth Prospects? … Look No Further
9. PPL - A Quandary Unlike Any Other
10. NEE/NEP: High End Is the New Low End, When You Think the Runway Ends, “They’re Just Getting Started”; Raising PT
11. SJI: Revising to BUY - Back In Jersey’s Hands & Steering The Ship Into Calmer (Mostly Regulated) Waters
12. LNT: For a Good Night’s Sleep, Take Alliant
13. NRG: More Down‘Stream’ Retail Expansion
14. VST NDR - What’s with All the Fuss… We Would Be Aggressive Buyers Here
15. ED NDR: Ripe in the Big Apple… - Solid Utility? Yes… But Undervalued? That’s Debatable
16. D: Guggenheim Policy Speaker, Atlantic Coast Pipeline Discussion | The Project Will Be Built
17. ALE NDR: TA-CO-NITE! Winds of Change Are Blowing in the Right Direction…
18. DTE – On the Road with Mgmt. – 80/20 Rule Need Not Apply; Solid Strategy, Supported by Good People
19. CMS – MPSC Telegraphing Constructive Regulatory Signals in CMS Gas Rate Case – Solid Footing
20. SRE: Simplicity is the Ultimate Sophistication…
21. VST: Another Day, Another Illinois Policy Proposal
22. D: Msg Delivered on Time/on Budget; Inline Analyst Day Cements Solid Base to Work Off Of--Execution/Patience is Key
23. VST: Clearing the Air in Illinois: MPS Resolution Draws Closer
24. PNW NDR: It's Just Another Political Cycle – Agendas More Aligned: Relationships Will Be Re-“Stored”
25. D: Guggenheim Policy Speaker, Millstone Discussion | Connecticut Un-Quarked: They Will Likely Get It Done, We Are Holding

Our Breath
26. EXC NDR: State Rescue Cometh - Deeper Dive
27. WEC NDR: Putting the WEC in WECC; Western NDR Highlights a Premium Utility with Valuation Concerns on Back Burner
28. D: NDR – Coming Out Party Well Received - March Madness Continues
29. PEG 4Q Preview and Mini Drill-Down - Looking Good from All Angles
30. VST: Bulking Up the Integrated Model with Some Eastern Retail: VST Acquires Crius Energy
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31. FE NDR: Time Is the Furthest Distance Between Two Points…
32. POR: Bringing Portland to the Heartland: Capex, Policy, and RFPs Dominate Our NDR
33. D/SCG: Global Settlement Reached; Upgrading SCG to BUY On Improved Merger Outlook
34. SRE: Another Day, Another Dollar: Buying Low; Selling High
35. NRG: The Texas Two Step - Front Seat for a Sizable Buyback Show? Past the Debut; We’re Now Here for the Climax
36. NEE – Mgmt. Roadshow: Rising Interest Rates? No Problem. Raising Valuation? Why Not…
37. Michigan Bus Tour: Motoring from Jackson to Detroit in Style
38. NYLD Mgmt. Call – Conservative Growth Guidance, Managing Expectations; Should Over-Deliver - Visibility Will Be Key
39. “Summer Nights” Means New Summer Flings – Tell Me About It; Upgrading, Downgrading and Making an M&A Call
40. SR Mgmt. Roadshow – Pathway for LT Growth Now More Visible; M&A? No Longer in Acquisition Mode
41. DUK Mgmt. Roadshow – Growth Concerns? Nothing to See Here, But Some Value Left on the Sidelines
42. CMS Mgmt. Roadshow – Consistent Showing: Another Day, Another Dollar; A Key Name We Are Watching
43. SRE – Follow-up Mgmt. Meeting - Crystal Clear Upside and “Active” Optimization Plan…Eventually: the Re-rating Will Come
44. SRE – Analyst Day - It’s the Simple Things in Life: One Way or Another, Actively Seeing a Re-Rating Story
45. PEG - Mgmt. NDR: Jersey Strong through the Midwest
46. D/SCG – Testing Dominion’s Patience? May Stick This Out…For Now... but Policy-Makers Playing a Dangerous Game
47. LNT - Mgmt. Roadshow: In Messy Times Everyone Appreciates a “Clean Story”….
48. ETR – No Introduction Needed: Analyst Day Highlights Above Avg., Undervalued, Regulated Growth Story w/ Upside
49. SRE – “Active” Analyst Day Preview: Keys to Unlocking Value Within Reach?
50. OGE/AEP – Okie Dokie in Oklahoma? Depends Which Way the Wind Blows
51. EVRG – Click, Click, There’s No Place Like Home: Top-tier Growth w/ Buybacks & Solid Risk-Adjusted Upside vs Peers
52. VST - Inline Analyst Day Comes with Buybacks, NT Deleveraging - Remains a Step Function, Catalyst Driven Story
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 213 54.48% 34 15.96%

NEUTRAL 168 42.97% 7 4.17%

SELL 10 2.56% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers
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on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.
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Guggenheim Securities Equity Research & Equities Teams

Healthcare Equity Research

Animal Health, Life Science Tools and Omics
David Westenberg, CFA 617.859.4624
David.Westenberg@guggenheimpartners.com 

Biotechnology
Whitney Ijem 212.518.9778
Whitney.Ijem@guggenheimpartners.com 

Michael Schmidt, Ph.D. 617.859.4636
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Chris Pasquale 212.518.9420
Chris.Pasquale@guggenheimpartners.com

Technology, Media & Telecom Equity Research

Sales and Trading Offices

New York   212.292.4700
San Francisco   415.852.6451
Boston   617.859.4626
Chicago   312.357.0778
Los Angeles 310.260.6832
Richmond 804.253.8052

Automotive Retail
Ali Faghri 310.319.2562
Ali.Faghri@guggenheimpartners.com

Beverages & Food Producers
Laurent Grandet 212.372.6368
Laurent.Grandet@guggenheimpartners.com

Food Retailers; Consumables Retail/Distribution
John Heinbockel 212.381.4135
John.Heinbockel@guggenheimpartners.com

Hardlines Retail
Steven Forbes, CFA 212.381.4188
Steven.Forbes@guggenheimpartners.com

Restaurants
Matthew DiFrisco 212.823.6599
Matthew.DiFrisco@guggenheimpartners.com

Retailing/Department Stores and Specialty Softlines
Robert Drbul 212.823.6558
Robert.Drbul@guggenheimpartners.com

Consumer Equity Research

Communications Infrastructure
Robert Gutman 212.518.9148
Robert.Gutman@guggenheimpartners.com

Digital Services 
Jake Fuller 212.518.9013
Jake.Fuller@guggenheimpartners.com

Entertainment & Digital Media
Michael Morris, CFA 804.253.8025
Michael.Morris@guggenheimpartners.com

Curry Baker 804.253.8029
Curry.Baker@guggenheimpartners.com

Financial Technology
Jeff Cantwell, CFA 212.823.6543
Jeffrey.Cantwell@guggenheimpartners.com

Software
Nandan Amladi 212.823.6597
Nandan.Amladi@guggenheimpartners.com

Imtiaz Koujalgi 212 518 9398
Imtiaz.Koujalgi@guggenheimpartners.com

Ken Wong, CFA 415.852.6465
Ken.Wong@guggenheimpartners.com

Telecom, Cable & Satellite Services
Mike McCormack, CFA 212.518.9774
Mike.McCormack@guggenheimpartners.com

Consumer Equities Team

Consumer Sector Specialist
Carey Kaufman 504.299.3424
Carey.Kaufman@guggenheimpartners.com

Exploration & Production
Subash Chandra, CFA 212.918.8771
Subash.Chandra@guggenheimpartners.com

Power, Utilities & Alternative Energy
Shahriar Pourreza, CFA 212.518.5862
Shahriar.Pourreza@guggenheimpartners.com

Energy & Power Equity Research

Healthcare Equities Team

Healthcare Sector Specialist
Whitney Wolfe 212.518.9630
Whitney.Wolfe@guggenheimpartners.com

Brennan Doyle 617.859.4622
Brennan.Doyle@guggenheimpartners.com

Senior Healthcare Policy Advisor
Neal Masia 212.518.9750
Neal.Masia@guggenheimpartners.com
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Market Cap (USD Mil) 47,345

52-Week High (USD) 51.18

52-Week Low (USD) 42.19

52-Week Total Return % 13.5

YTD Total Return % 10.5

Last Fiscal Year End 31 Dec 2018

5-Yr Forward Revenue CAGR % 1.3

5-Yr Forward EPS CAGR % 3.8

Price/Fair Value 1.13

2017 2018 2019(E) 2020(E)

Price/Earnings 14.7 16.8 15.7 17.6
EV/EBITDA 9.0 9.5 9.4 9.7
EV/EBIT 17.0 20.1 19.0 20.3
Free Cash Flow Yield % -0.3 2.4 4.3 1.3
Dividend Yield % 3.3 3.1 2.9 3.0

2017 2018 2019(E) 2020(E)

Revenue 33,531 35,985 32,850 33,735

Revenue YoY % 6.9 7.3 -8.7 2.7

EBIT 4,260 3,898 4,402 4,112

EBIT YoY % 36.9 -8.5 12.9 -6.6

Net Income, Adjusted 2,543 2,597 3,006 2,695

Net Income YoY % 2.4 2.1 15.8 -10.4

Diluted EPS 2.68 2.68 3.10 2.77

Diluted EPS YoY % — — 15.6 -10.5

Free Cash Flow 38 2,338 2,268 1,152

Free Cash Flow YoY % -100.6 NM -3.0 -49.2

Merchant Power Segment Weakness Supports Our Negative
View of Exelon
See Page 2 for the full Analyst Note from 01 Aug 2019

Andrew Bischof, CFA, CPA
Senior Equity Analyst
Morningstar

Important Disclosure

The conduct of Morningstar’s analysts is
governed by Code of Ethics/Code of Conduct
Policy, Personal Security Trading Policy (or
an equivalent of), and Investment Research
Policy. For information regarding conflicts
of interest, visit 

Research as of 01 Aug 2019
Estimates as of 01 Aug 2019
Pricing data through 11 Sep 2019 00:00
Rating updated as of 11 Sep 2019 00:00

Business Strategy and Outlook 01 Aug 2019

As the largest nuclear power plant owner in the United States,

Exelon has suffered as low natural gas prices have slashed power

prices since 2008. We think cheap gas will remain an advantage

for competing generators and pressure nuclear plant returns for

the foreseeable future. But Exelon has shown its political clout

recently, winning subsidies in Illinois, New York, and New Jersey

to keep its nuclear fleet economic. To date, Exelon has secured

over $400 million in annual zero emission credits across these three

states.

Exelon's growth engine is its regulated gas and electric distribution

utilities. With the $12 billion acquisition of Pepco Holdings in

March 2016, we expect Exelon's regulated electric and gas

distribution utilities to drive all of our earnings growth through

2022. By then, the regulated utilities' earnings should easily top

Exelon's generation earnings, based on current energy market

conditions. Returns at Pepco remain weak, but pending rate cases

and regulatory reform should aid returns.

At its nuclear unit, Exelon can't escape its leverage to Eastern and

Midwestern U.S. power prices, which contribute about half of total

earnings. Nuclear's low fuel costs and clean emission profile make

Exelon the utilities sector's biggest winner if power prices rise,

capacity markets tighten, and environmental regulations make

fossil-fuel power generation more costly. Management continues

to drive costs out of the business. Exelon forecasts $4.2 billion in

costs at the unit in 2022, down from $4.8 billion in 2018.

Exelon's merchant generation continues to be our main concern,

and the reason we value Exelon at a steep discount to peer

regulated utilities. The future for the unit looks bleak, with the

recent steep decline in forward power prices due to weak natural

gas prices, mild weather, and Ohio nuclear support further

pressuring the unit. Management's aggressive hedging strategy

enhances the risk, with generation 60% unhedged in 2021.

Exelon serves more customers than any other U.S. utility, with 10 million
power and gas customers at its six regulated utilities in Illinois,
Pennsylvania, Maryland, New Jersey, Delaware, and Washington, D.C.
Exelon owns 14 nuclear plants and 32 gigawatts of generation capacity
throughout North America.

Profile

Vital Statistics

Valuation Summary and Forecasts

Financial Summary and Forecasts

The primary analyst covering this company
does not own its stock.

Currency amounts expressed with "$" are in
U.S. dollars (USD) unless otherwise denoted.

Historical/forecast data sources are Morningstar Estimates and may reflect adjustments.
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Morningstar Analysis

Merchant Power Segment Weakness Supports Our

Negative View of Exelon  01 Aug 2019

We are reaffirming our $43 fair value estimate and our
narrow moat and stable moat trend ratings for Exelon after
the company announced adjusted second-quarter earnings
per share of $0.60, down from $0.71 per share in the same
year-ago period. Management reaffirmed its 2019 earnings
guidance range of $3.00-$3.30, consistent with our full-year
2019 expectations.

Exelon's merchant generation business continues to be our
main concern, and the core reason we value Exelon at a
steep discount to core regulated utilities in our coverage
universe. The unit was the sole reason for the quarter-over-
quarter decline, erasing any benefit from Exelon's improving
regulated operations. The future for the unit looks bleak,
with the recent steep decline in forward power prices further
pressuring the unit. Management's aggressive hedging
strategy enhances the risk, with generation 60% unhedged
in 2021.

Exelon previously benefited from nuclear subsidies, but Ohio
legislation supporting FirstEnergy's nuclear generation was
one reason for the forward power price sell off. Low natural
gas prices and mild weather also contributed to the sell-off.
In Pennsylvania, Three Mile Island is scheduled to close this
fall, after the state failed to pass legislation supporting
Exelon's nuclear generation. However, while we have
previously maintained that legislation would be difficult in
a state with cheap Marcellus natural gas, successful
legislation in Ohio leads us to increase the probability of
nuclear support in Pennsylvania.

Partially offsetting the merchant unit's weakness were
positive contributions from the regulated utilities.
Consolidated return on equity was 10.2%, with a 20-basis-
point improvement to 9.3% at BGE and Pepco. Pending rate
cases at the two units should further enhance returns at the
units. A subpoena over Exelon's lobbying efforts in Illinois

cast doubt on regulatory relationships in the region.
Concerns around ComEd's franchise renewal in Chicago
continue.

Fair Value & Profit Drivers  01 Aug 2019

We are maintaining our $43 per share fair value estimate
after Exelon reported second-quarter earnings that were in
line with our expectations.

We expect earnings growth at the regulated utilities to be
in line with 8% rate base growth Our forecasts show
Exelon's regulated utilities contributing about 60% of
consolidated earnings in 2019, a trend we forecast to
continue as Exelon directs cash flow generated by its
nuclear fleet toward its regulated operations. We assume
the regulated utilities earn 10% returns on equity and grow
their rate bases nearly 8% annually on average in 2019-22.
Lower gross margins at the merchant generation business
will negate most of this growth on a consolidated basis.

On a midcycle basis, we assume a $3 per million Btu
midcycle Henry Hub gas price and modest market heat rate
improvement above current 2020 forwards in all regions.

At the retail business, we assume 20% long-term
normalized gross margins and volume that grows to 267
terawatt-hours by 2022.

We assume a 9% cost of equity and a 7.0% cost of capital.
Our cost of equity assumption is in line with the 9% rate of
return that we expect investors to demand of a diversified
equity portfolio. A 2.25% long-term inflation outlook
underpins our capital cost assumptions.

Scenario Analysis

We assign a medium uncertainty rating. Exelon's
higher-than-average degree of operating leverage and
exposure to volatile power markets lead to a wider range
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of outcomes in our base, high, and low scenarios than a
typical utility.

In our bull case, a $10 per megawatt-hour average increase
in our midcycle power price assumptions with no change in
retail margins results in a 20% increase in our open midcycle
EPS estimate and over a $1 billion change in EBITDA. In this
case, our fair value estimate would rise by $9 per share.

In our bear case, we assume power prices fall by a similar
amount, resulting in a $9 per share cut in our base-case fair
value estimate. Our fair value estimate would fall an
additional $1 per share if we reduce our assumption for the
operating efficiency and utilization of Exelon's nuclear
power plants by 4 percentage points to near the industry
average.

On a mark-to-market basis, there would be no change to our
fair value estimate or midcycle earnings estimates.

At the retail segment, every 100 basis points of long-term
normalized margin expansion generates $100 million of
pretax margin and $1 per share of value.

Economic Moat

Considering Exelon's full suite of businesses, we think the
firm has a narrow economic moat.

Most nuclear generation still has moaty characteristics,
with returns on capital above costs of capital for the
foreseeable future. However, the spread between long-term
returns on capital and Exelon's cost of capital has shrunk,
based on our midcycle outlook for power prices in the
Eastern U.S. Exelon's increasing diversification into narrow-
and no-moat businesses, together with the shrinking returns
at its nuclear generation business, supports our narrow
moat rating.

Nuclear generation's moaty economics are based on two
primary competitive advantages. First, nuclear plants take
more than seven years to site and build, cost several billion
dollars, and typically face community opposition. These are
significant barriers to entry, giving operators an effective
low-cost monopoly in a given region. Exelon's large fleet
gives it scale advantages that allow it to add capacity at its
plants at a fraction of the cost and risk of a greenfield project.
It is unlikely a competitor would be able to earn sufficient
returns on capital by building a nuclear plant in close
proximity to any of Exelon's plants.

Second, no other reliable power generation source can
match the scale of a nuclear plant. Nuclear plants' low
variable costs and low greenhouse gas emissions relative
to competing fossil fuel power generation sources, such as
coal and natural gas. Renewable energy, with effectively no
marginal costs, has depressed wholesale power prices and
hurt Exelon's returns on capital in some of its regions. We
believe this is a market distortion that fails to recognize the
value of Exelon's nuclear fleet reliability relative to
intermittent renewable energy. State policy and legislation
particularly in Illinois, New Jersey and New York have
recognized some of that zero-emissions power from nuclear
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plants.

We believe Exelon's regulated distribution utilities have
narrow economic moats. Regulatory caps on profits offsets
the service territory monopolies and network efficient scale
advantages. Utility regulation in the U.S. aims to fix
customer rates at levels that ensure capital providers earn
fair returns on their investments while keeping customer
costs as low as possible. We believe this regulatory compact
ensures Exelon's utilities will earn greater than their costs
of capital in the long run.

We believe Exelon's retail supply business has no economic
moat. Retail power and gas markets are highly competitive
with virtually no barriers to entry, switching costs, or product
differentiation. Although customer relationships can be
sticky, retailers mostly end up competing on price.

Moat Trend

We assign Exelon a stable moat trend rating. The regulatory
environments in Illinois, Pennsylvania, and Maryland have
stabilized, allowing the company's distribution utilities to
earn more favorable returns. About 75% of the $9.5 billion
of rate base growth in 2019-22 will have rate trackers or
formula rates, minimizing regulatory lag. Exelon faces the
biggest challenge boosting Pepco's earned returns some
200 basis points to approach its allowed returns.

In the power markets, Exelon faces both positive and
negative trend developments. We expect returns on capital
will continue to face pressure from cheap gas moving west
and increasing renewable energy penetration. However,
environmental regulations, coal plant closures, nuclear
subsidies and capacity market changes should help returns
on capital. On balance, we think these positive and negative
dynamics offset each other.

Since the retail supply business is relatively new following

power market deregulation in the early 2000s, we're
watching to see if any company can build a sustainable
competitive advantage. Exelon and others are demonstrating
some scale and cost advantages, particularly in marketing,
customer aggregation, risk mitigation, and supply costs.

The one path we see to achieve excess returns in the supply
business is to match customer load with wholesale
generation. As liquidity has dried up in power markets, it is
increasingly difficult and costly to hedge future expected
generation. A retail supply business can improve hedging
opportunities by reducing collateral and trading costs. This
could give a retail supplier a low-cost advantage. As the
nation's largest wholesale power generator and retail
supplier, Exelon is well positioned to take advantage of
these wholesale-retail pairing benefits.
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Bulls Say/Bears Say

Bulls Say Bears Say

ONuclear power plants run year-round, produce
electricity at low variable costs, and generate large
energy margins, even with currently depressed power
prices.

OHigher natural gas and coal prices, rising electricity
demand, and environmental regulations help Exelon
more than any other utility because of its large nuclear
fleet.

OExelon's regulated utilities have good growth
opportunities and regulation that can support earnings
and dividend growth.

OExelon's performance in part is driven by volatile
power prices that fluctuate based on natural gas
prices, coal prices, and regional electricity demand.

OThe Constellation and Pepco acquisitions diluted
Exelon's economic moat by adding more no-moat
retail business.

OMany of Exelon's growth projects come with regulated
or contracted returns, reducing shareholders' leverage
to a rebound in power markets.
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2019(E) 2020(E) 2021(E) 2022(E) 2023(E)

Cash and Equivalents (beginning of period) 1,349 1,433 699 658 7
Adjusted Available Cash Flow 3,124 2,120 2,869 2,961 3,976
Total Cash Available before Debt Service 4,473 3,552 3,568 3,620 3,982

Principal Payments -1,483 -1,626 -1,600 -2,000 -2,275
Interest Payments -1,448 -1,551 -1,654 -2,038 -1,933
Other Cash Obligations and Commitments -303 -303 -463 -464 -463
Total Cash Obligations and Commitments -3,234 -3,480 -3,717 -4,502 -4,671

USD Millions
% of

Commitments

Beginning Cash Balance 1,349 6.9
Sum of 5-Year Adjusted Free Cash Flow 15,049 76.8
Sum of Cash and 5-Year Cash Generation 16,398 83.7

Revolver Availability — —
Asset Adjusted Borrowings (Repayment) — —

Sum of Cash, 5-Year Cash Generation, Revolver and Adjustments 16,398 83.7
Sum of 5-Year Cash Commitments -19,604 —

Five Year Adjusted Cash Flow Forecast (USD Mil)

Cumulative Annual Cash Flow Cushion

Cash Flow Cushion
Possible Liquidity Need

Adjusted Cash Flow Summary

Financial Strength

As power prices have fallen from their 2008 peaks, Exelon
has spent much of the last decade focused on preserving
its investment-grade credit rating. Management is targeting
a $2.2 billion to $3.8 billion reduction in nonutility debt
through 2022.We see no immediate credit concerns based
on current energy market conditions. We project Exelon's
consolidated EBITDA/interest coverage will remain above
5 times and leverage will remain below 5 times debt/EBITDA
at least through 2019. We think this is acceptable, given the
higher share of regulated earnings.Only about one fourth of
Exelon's consolidated debt is directly tied to its generation
segment. As long as power markets remain relatively stable
and Exelon maintains its investment-grade ratings, we don't
expect the company to have trouble refinancing its
near-term maturities. Continued power market weakness
could make refinancing more difficult and stress Exelon's
credit metrics.Management will grow the dividend 5% in
2019, but we think dividend growth will ease lower as gross
margins from generation weaken.

Risk & Uncertainty

Investors should consider turning their attention away from
power markets and more toward regulatory developments
in Illinois, Pennsylvania, and the Mid-Atlantic coastal
states.As Exelon's regulated utilities generate a greater
share of earnings, shareholders' returns will be more
exposed to state and federal regulatory risk. Illinois and
Maryland are two historically tough regulatory
environments, and punitive rate decisions could have a
material impact on earnings and growth. However, Exelon
has done a solid job developing good regulatory
relationships that mitigate some of this risk. We expect
Exelon will be able to maintain solid--albeit not
spectacular--returns at its regulated utilities.Exelon's
biggest threat used to be political developments that would
reregulate competitive electricity markets in the Midwest
and Mid-Atlantic. As the nation's largest wholesale
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generator and retail supplier, Exelon Generation's
competitive edge requires Eastern U.S. power markets to
remain deregulated. However, Exelon's political savvy,
particularly in Illinois, New York, and New Jersey, now limits
the impact from volatile power markets on earnings and
long-term value. We expect most of the nuclear fleet is
earning returns in the range of what might be available in
a fully regulated scheme.Exelon still has a net long position
in the power markets, so sharp increases in power prices
would result in an earnings windfall for its generation fleet.
This could reverse the current outlook, leading Exelon to pull
back its lobbying efforts while drawing reregulation rhetoric
from regulators and politicians. Exelon previously suffered
from politically inspired power price caps that limited its
profits for several years following deregulation. We think
the now-mature deregulated markets make this unlikely, but
regulators remain highly involved in power markets, and any
regulatory changes will probably have a material positive
or negative impact on Exelon, given its size.
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Last Price Fair Value Uncertainty Economic Moat™ Moat Trend™ Stewardship Industry Group

48.73 USD 43.00 USD Medium Narrow Stable Standard Utilities - Regulated

Exelon Corp EXC (NYSE) | QQ

Name Position Shares Held Report Date* InsiderActivity

MR. CHRISTOPHER M.
CRANE

CEO/Chairman of the Board,
Subsidiary/Director/President,
Director

383,640 04 Feb 2019 —

MAYO A. SHATTUCK,III Director 267,649 08 Nov 2017 —
MR. WILLIAM A. VON
HOENE, JR

Other Executive Officer/Senior
Executive VP

168,715 04 Feb 2019 —

MS. ANNE R.
PRAMAGGIORE

CEO, Subsidiary/President,
Subsidiary

87,518 04 Feb 2019 —

MR. KENNETH W.
CORNEW

CEO, Subsidiary/Other Executive
Officer/President, Subsidiary/
Senior Executive VP

69,513 18 Jun 2019 54300

Top Owners
% of Shares

Held
% of Fund

Assets
Change

(k) Portfolio Date

Vanguard US Total Market Shares ETF 2.74 0.14 -11 31 Aug 2019
Vanguard Total Stock Market Index Fund 2.74 0.15 -11 31 Aug 2019
Vanguard 500 Index Fund 1.98 0.18 123 31 Aug 2019
Vanguard Wellingtonâ„¢ Fund 1.62 0.71 129 31 Aug 2019
Utilities Select Sector SPDRÂ® Fund 1.31 5.42 83 31 Aug 2019

Concentrated Holders

Vanguard Market Neutral Fund 0.01 33.66 -31 31 Aug 2019
Motif Smart Grid Portfolio 0.00 9.73 0 31 Aug 2019
FidelityÂ® VIP Utilities Portfolio 0.05 9.23 -13 31 Aug 2019
MainStay VP Fidelity Ins AM Utilts Pf 0.25 9.19 -112 31 Aug 2019
FidelityÂ® Select Utilities Portfolio 0.25 9.17 -121 31 Aug 2019

Top 5 Buyers
% of Shares

Held
% of Fund

Assets

Shares
Bought/
Sold (k) Portfolio Date

Invesco Advisers, Inc 0.99 11.67 9,460 31 Aug 2019
JPMorgan Chase & Co 1.11 0.10 3,075 31 Aug 2019
Ameriprise Financial Inc 0.78 0.16 3,074 31 Aug 2019
Columbia Mgmt Investment Advisers, LLC 0.75 0.23 3,013 31 Aug 2019
J.P. Morgan Investment Management, Inc. 0.79 0.15 2,449 31 Aug 2019

Top 5 Sellers

Bank of New York Mellon Corp — — -12,233 31 Aug 2019
Geode Capital Management, LLC 1.45 0.18 -11,629 31 Aug 2019
Fidelity Management & Research Company 2.58 39.12 -9,484 31 Aug 2019
Mellon Investments Corporation — — -5,034 31 Aug 2019
BNY Mellon Wealth Management — — -3,479 31 Aug 2019

Stewardship 01 Aug 2019

Management & Ownership

Management Activity

Fund Ownership

Institutional Transactions

*Represents the date on which the owner’s name, position, and common shares held were reported by the holder or issuer.

We assign Exelon's management a Standard stewardship
rating. The company has done a notable job reducing its
exposure to commodity markets, which it can't control, and
focusing on business lines where it can control how earnings
develop.

We're particularly impressed by management's ability to
operate its nuclear fleet at world-class levels. We're also
impressed by management's political lobbying success--particularly
in New York, Illinois, and New Jersey--to extend the lives
of its distressed nuclear plants. Management now turns
their attention toward winning subsidies for their plants in
Pennsylvania.

Management has also been able to score legislative wins
that should improve the regulatory environment in Delaware
and Pennsylvania. In Delaware, legislators approved a
distribution customer charge that will allow for more timely
recovery and support further infrastructure development. In
Pennsylvania, legislation will allow state regulators to
incorporate more constructive rate mechanisms, such as
decoupling, formula rates, and multiyear rate plans and rate
cases.

Crane and board chairman Mayo Shattuck III have focused
growth investment on the regulated utilities, continuing a
strategic shift that former CEO and chairman John Rowe
made before his departure in 2013. Crane's biggest move
so far is the $12 billion (including debt) Pepco acquisition,
which closed in 2016. This increases Exelon's share of
regulated utilities earnings and dilutes shareholders'
aggregate exposure to wholesale power markets.
Management showed strong conviction in the value of the
deal based on nearly two years of regulatory negotiations.
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Last Price Fair Value Uncertainty Economic Moat™ Moat Trend™ Stewardship Industry Group

48.73 USD 43.00 USD Medium Narrow Stable Standard Utilities - Regulated

Exelon Corp EXC (NYSE) | QQ

Analyst Notes

Merchant Power Segment Weakness Supports Our

Negative View of Exelon  01 Aug 2019

We are reaffirming our $43 fair value estimate and our
narrow moat and stable moat trend ratings for Exelon after
the company announced adjusted second-quarter earnings
per share of $0.60, down from $0.71 per share in the same
year-ago period. Management reaffirmed its 2019 earnings
guidance range of $3.00-$3.30, consistent with our full-year
2019 expectations.

Exelon's merchant generation business continues to be our
main concern, and the core reason we value Exelon at a
steep discount to core regulated utilities in our coverage
universe. The unit was the sole reason for the quarter-over-
quarter decline, erasing any benefit from Exelon's improving
regulated operations. The future for the unit looks bleak,
with the recent steep decline in forward power prices further
pressuring the unit. Management's aggressive hedging
strategy enhances the risk, with generation 60% unhedged
in 2021.

Exelon previously benefited from nuclear subsidies, but Ohio
legislation supporting FirstEnergy's nuclear generation was
one reason for the forward power price sell off. Low natural
gas prices and mild weather also contributed to the sell-off.
In Pennsylvania, Three Mile Island is scheduled to close this
fall, after the state failed to pass legislation supporting
Exelon's nuclear generation. However, while we have
previously maintained that legislation would be difficult in
a state with cheap Marcellus natural gas, successful
legislation in Ohio leads us to increase the probability of
nuclear support in Pennsylvania.

Partially offsetting the merchant unit's weakness were
positive contributions from the regulated utilities.
Consolidated return on equity was 10.2%, with a 20-basis-
point improvement to 9.3% at BGE and Pepco. Pending rate
cases at the two units should further enhance returns at the

units. A subpoena over Exelon's lobbying efforts in Illinois
cast doubt on regulatory relationships in the region.
Concerns around ComEd's franchise renewal in Chicago
continue.

 Exelon Keeps Winning the Nuclear Fight, Reports First-

Quarter Earnings  02 May 2019

We are reaffirming our $43 fair value estimate and our
narrow moat and stable moat trend ratings for Exelon after
the company announced adjusted first-quarter earnings per
share of $0.87, down from $0.96 in the same year-ago
period. Management reaffirmed 2019 EPS guidance range
of $3.00-$3.30, consistent with our full-year expectation.

Exelon has a strong track record of lobbying and securing
support for its economically challenged nuclear fleet. In
New Jersey, the Board of Public Utilities voted 4-1 to award
zero emission credits, or ZECs, to its partially owned Salem
nuclear plant, with the first payment to be received in
August. The award is for three years, plus a stub year. To
date, Exelon is three-for-three, securing over $400 million
in annual zero emission credits in Illinois, New Jersey, and
New York.

The next challenge for Exelon is Pennsylvania, where
legislation HB11 and SB510 propose to amend the
Pennsylvania Alternative Portfolio Standard to include
nuclear. All Exelon's nuclear generation in Pennyslvania
would be eligible for the proposed $6.08-$7.90/MWh
subsidy. The subsidy could add up to $2 per share to our fair
value estimate, but we think the legislation is too uncertain
to incorporate in our fair value estimate for now.

Pennsylvania's abundance of low-cost in-state natural gas
production and generation makes it different from Illinois,
New York, and New Jersey. Plentiful, low-cost gas has
opponents challenging the need to prop up nuclear.
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Analyst Notes

However, nuclear generation still provides 39% of the
state's electricity, on average. Generation retirements
would require more gas use, which would make it more
difficult for the state to hit lower carbon targets.

For the quarter, Exelon Generation earnings suffered from
lower realized energy prices and timing of zero emission
credit revenue. Exelon's regulated businesses continue to
perform well. Rolling 12-month earned returns ticked up to
10.2% from 9.5% last quarter.

Management is directing the bulk of growth investment
toward the regulated businesses, which we think is a good
move for shareholders. Distribution rate increases,
investments, and lower storm costs helped first-quarter
results.
Public Service Enterprise, Exelon Nuclear Plants Rise

From Dead After Winning New Jersey Subsidies  18 Apr

2019

We are reaffirming our $48 per share fair value estimate for
Public Service Enterprise Group and $43 per share fair value
estimate for Exelon after New Jersey regulators selected
the Salem and Hope Creek nuclear plants to receive state
subsidies. We are also reaffirming our narrow moat and
stable moat trends for both companies.

We expect the companies, which share ownership of Salem,
to withdraw the deactivation notice they filed with the mid-
Atlantic region grid operator, PJM, on April 16. The filing
said they planned to close the plants by fall 2020, which
would have led us to cut our fair value estimates. We already
assumed the plants would receive the subsidies and
continue operating, so there is no impact on our fair value
estimates.

The decision comes one year after New Jersey Governor
Phil Murphy signed legislation directing regulators to
identify facilities that are most important to supporting the

state's emissions-reduction goals. Nuclear plays an
important role in decreasing the state's carbon emissions.

We expect the nuclear subsidies to generate $200 million
of incremental annual pretax profits for the firm,
representing 10% of our consolidated pretax earnings
starting later this year. However, we expect the subsidies
to contribute to depress future PJM capacity prices. We
forecast mostly flat PJM capacity revenue for its fossil-fuel
fleet between 2019-23.

For Exelon, we expect the subsidies to generate roughly $85
million of additional revenue absent any changes in PJM
capacity pricing. Exelon continues to work on attaining
subsidies in Pennsylvania.

We expect the subsidies will survive any legal challenges.
The U.S. Supreme Court on April 15 declined to accept
lawsuits challenging similar nuclear subsidies in Illinois and
New York. Lower court ruled in favor of the subsidies. We
are awaiting guidance from the Federal Energy Regulatory
Commission on how PJM should adjust its capacity and
energy market pricing to account for the subsidies.
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Growth (% YoY)
3-Year

Hist. CAGR 2016 2017 2018 2019 2020
5-Year

Proj. CAGR

Revenue 6.9 6.5 6.9 7.3 -8.7 2.7 1.3
EBIT -4.0 -29.4 36.9 -8.5 12.9 -6.6 10.7
EBITDA 6.4 2.8 14.8 2.0 7.2 -2.3 6.4
Net Income 5.3 11.7 2.4 2.1 15.8 -10.4 4.0
Diluted EPS 2.5 7.6 — — 15.6 -10.5 3.8
Earnings Before Interest, after Tax 3.9 -14.4 9.3 19.7 -20.6 -3.6 2.4
Free Cash Flow 60.9 -1,243.2 -100.6 NM -3.0 -49.2 16.8

Profitability
3-Year

Hist. Avg 2016 2017 2018 2019 2020
5-Year

Proj. Avg

Operating Margin % 11.2 9.9 12.7 10.8 13.4 12.2 14.3
EBITDA Margin % 23.2 22.5 24.1 22.9 26.9 25.6 27.4
Net Margin % 7.6 7.9 7.6 7.2 9.2 8.0 8.4
Free Cash Flow Margin % -4.6 -20.5 0.1 6.5 6.9 3.4 7.4
ROIC % 2.1 2.3 1.9 1.9 4.9 4.9 5.5
Adjusted ROIC % 2.2 2.5 2.1 2.1 5.3 5.3 6.0
Return on Assets % 2.0 1.1 3.3 1.7 2.5 2.2 2.4
Return on Equity % 8.2 4.4 13.6 6.6 9.5 8.1 8.6

Leverage
3-Year

Hist. Avg 2016 2017 2018 2019 2020
5-Year

Proj. Avg

Debt/Capital 0.56 0.58 0.54 0.54 0.53 0.52 0.50
Total Debt/EBITDA 4.64 5.10 4.40 4.43 4.13 4.23 3.76
EBITDA/Interest Expense 5.03 4.59 5.18 5.31 6.11 5.57 5.64

2017 2018 2019(E) 2020(E)

Price/Fair Value 1.19 1.13 — —
Price/Earnings 14.7 16.8 15.7 17.6
EV/EBITDA 9.0 9.5 9.4 9.7
EV/EBIT 17.0 20.1 19.0 20.3
Free Cash Flow Yield % -0.3 2.4 4.3 1.3
Dividend Yield % 3.3 3.1 2.9 3.0

Cost of Equity % 9.0
Pre-Tax Cost of Debt % 6.5
Weighted Average Cost of Capital % 7.0
Long-Run Tax Rate % 25.0
Stage II EBI Growth Rate % 4.0
Stage II Investment Rate % 50.0
Perpetuity Year 15

USD Mil
Firm Value

(%)
Per Share

Value

Present Value Stage I 10,528 14.0 10.84
Present Value Stage II 17,975 23.9 18.51
Present Value Stage III 46,845 62.2 48.23
Total Firm Value 75,348 100.0 77.57

Cash and Equivalents 1,349 — 1.39
Debt -36,528 — -37.61
Preferred Stock — — —
Other Adjustments 60 — 0.06
Equity Value 40,229 — 41.42

Projected Diluted Shares 971

Fair Value per Share 43.00

Morningstar Analyst Forecasts

ForecastFiscal Year Ends in December

Financial Summary and Forecasts

Valuation Summary and Forecasts

Key Valuation Drivers

Discounted Cash Flow Valuation

Additional estimates and scenarios available for download at http://select.morningstar.com.

      The data in the table above represent base-case forecasts in the company’s reporting
currency as of the beginning of the current year. Our fair value estimate may differ from the
equity value per share shown above due to our time value of money adjustment and in cases
where probability-weighted scenario analysis is performed.
    

(USD)
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Exelon Corp EXC (NYSE) | QQ

2016 2017 2018 2019 2020
Revenue 31,360 33,531 35,985 32,850 33,735

Cost of Goods Sold 12,640 14,035 16,670 13,860 14,745
Gross Profit 18,720 19,496 19,315 18,991 18,989

Selling, General & Administrative Expenses 10,048 10,126 9,337 8,336 8,495
Other Operating Expense (Income) 1,576 1,731 1,783 1,809 1,851
Other Operating Expense (Income) 48 -449 -56 — —
Depreciation & Amortization (if reported separately) 3,936 3,828 4,353 4,443 4,532
Operating Income (ex charges) 3,112 4,260 3,898 4,402 4,112

Restructuring & Other Cash Charges — — — — —
Impairment Charges (if reported separately) — — — — —
Other Non-Cash (Income)/Charges — — — — —
Operating Income (incl charges) 3,112 4,260 3,898 4,402 4,112

Interest Expense 1,536 1,560 1,554 1,448 1,551
Interest Income 389 1,024 -140 850 850
Pre-Tax Income 1,965 3,724 2,204 3,805 3,411

Income Tax Expense 761 -125 120 799 716

Other After-Tax Cash Gains (Losses) — — — — —
Other After-Tax Non-Cash Gains (Losses) — — — — —
(Minority Interest) -62 -62 -74 — —
(Preferred Dividends) -8 -8 — — —
Net Income 1,134 3,779 2,010 3,006 2,695

Weighted Average Diluted Shares Outstanding 927 949 969 971 972
Diluted Earnings Per Share 1.22 3.98 2.07 3.10 2.77

Adjusted Net Income 2,484 2,543 2,597 3,006 2,695
Diluted Earnings Per Share (Adjusted) 2.68 2.68 2.68 3.10 2.77

Dividends Per Common Share 1.26 1.26 1.26 1.41 1.44

EBITDA 8,688 9,687 9,869 8,845 8,644
Adjusted EBITDA 7,048 8,088 8,251 8,845 8,644

Morningstar Analyst Forecasts

Income Statement (USD Mil)
Fiscal Year Ends in December Forecast
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2016 2017 2018 2019 2020

Cash and Equivalents 635 898 1,349 1,433 699
Investments — — — — —
Accounts Receivable 5,359 5,533 5,863 5,670 5,823
Inventory 1,638 1,651 1,685 1,823 1,939
Deferred Tax Assets (Current) — — — — —
Other Short Term Assets 4,780 3,752 4,463 4,000 4,000
Current Assets 12,412 11,834 13,360 12,925 12,461

Net Property Plant, and Equipment 71,555 74,202 76,707 79,839 82,457
Goodwill 6,677 6,677 6,677 6,677 6,677
Other Intangibles — — — — —
Deferred Tax Assets (Long-Term) — — — — —
Other Long-Term Operating Assets 10,046 8,021 8,237 9,000 9,000
Long-Term Non-Operating Assets 14,214 15,966 14,685 14,685 14,685
Total Assets 114,904 116,700 119,666 123,127 125,280

Accounts Payable 3,449 3,537 3,805 3,797 3,838
Short-Term Debt 3,697 3,017 2,063 2,063 2,063
Deferred Tax Liabilities (Current) — — — — —
Other Short-Term Liabilities 6,311 4,242 5,536 6,100 6,100
Current Liabilities 13,457 10,796 11,404 11,960 12,001

Long-Term Debt 32,216 32,565 34,465 34,465 34,465
Deferred Tax Liabilities (Long-Term) 18,138 11,222 11,330 12,000 12,750
Other Long-Term Operating Liabilities 4,187 9,865 9,559 10,500 10,500
Long-Term Non-Operating Liabilities 19,294 20,120 19,838 19,838 19,838
Total Liabilities 87,292 84,568 86,596 88,763 89,554

Preferred Stock — — — — —
Common Stock 18,794 18,964 19,116 19,116 19,116
Additional Paid-in Capital — — — 60 120
Retained Earnings (Deficit) 12,030 13,503 14,766 16,410 17,713
(Treasury Stock) -2,327 -123 -123 -123 -123
Other Equity -2,660 -2,487 -2,995 -2,700 -2,700
Shareholder's Equity 25,837 29,857 30,764 32,763 34,126

Minority Interest 1,775 2,275 2,306 1,600 1,600
Total Equity 27,612 32,132 33,070 34,363 35,726

Morningstar Analyst Forecasts

Balance Sheet  (USD Mil)
Fiscal Year Ends in December Forecast
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2016 2017 2018 2019 2020

Net Income 1,204 3,849 2,084 3,006 2,695

Depreciation 5,576 5,427 5,971 4,443 4,532
Amortization — — — — —
Stock-Based Compensation — — — — —
Impairment of Goodwill — — — — —
Impairment of Other Intangibles — — — — —
Deferred Taxes 664 -361 -106 670 750
Other Non-Cash Adjustments 1,482 380 1,715 — —

(Increase) Decrease in Accounts Receivable -432 -426 -565 193 -153
(Increase) Decrease in Inventory 7 -72 -37 -138 -116
Change in Other Short-Term Assets -827 -927 -969 463 —
Increase (Decrease) in Accounts Payable 771 -390 551 -8 41
Change in Other Short-Term Liabilities — — — 564 —
Cash From Operations 8,445 7,480 8,644 9,193 7,748

(Capital Expenditures) -8,553 -7,584 -7,594 -7,175 -7,150
Net (Acquisitions), Asset Sales, and Disposals -6,934 -208 -154 -400 —
Net Sales (Purchases) of Investments — — — — —
Other Investing Cash Flows -16 -142 -86 178 —
Cash From Investing -15,503 -7,934 -7,834 -7,397 -7,150

Common Stock Issuance (or Repurchase) 55 150 105 60 60
Common Stock (Dividends) -1,166 -1,236 -1,332 -1,361 -1,392
Short-Term Debt Issuance (or Retirement) -575 -340 -213 — —
Long-Term Debt Issuance (or Retirement) 2,780 980 1,329 — —
Other Financing Cash Flows 97 1,163 -108 -706 —
Cash From Financing 1,191 717 -219 -2,007 -1,332

Exchange Rates, Discontinued Ops, etc. (net) — — — 295 —
Net Change in Cash -5,867 263 591 84 -734

Morningstar Analyst Forecasts

Cash Flow  (USD Mil)
Fiscal Year Ends in December Forecast
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Last Price Fair Value Uncertainty Economic Moat™ Moat Trend™ Stewardship Industry Group

48.73 USD 43.00 USD Medium Narrow Stable Standard Utilities - Regulated

Exelon Corp EXC (NYSE) | QQ

Company/Ticker
Price/Fair

Value 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E)

Public Service Enterprise Group Inc 1.24 16.7 19.1 18.5 11.8 12.1 11.4 NM 151.9 NM — — — 2.7 3.1 2.9

FirstEnergy Corp FE USA 1.13 14.5 19.2 19.0 9.9 12.1 11.7 NM NM NM — — — 1.7 2.0 2.0

Entergy Corp ETR USA 1.11 11.8 21.3 20.1 11.1 12.5 10.9 NM NM NM — — — 1.5 2.1 2.0

Average 14.3 19.9 19.2 10.9 12.2 11.3 — 151.9 — — — — 2.0 2.4 2.3

Exelon Corp EXC US 1.13 16.8 15.7 17.6 9.5 9.4 9.7 41.6 23.5 79.1 — — — 1.2 1.4 1.4

Company/Ticker
Total Assets

(Mil) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E)
Public Service Enterprise Group Inc 45,326 USD 6.7 6.2 6.4 6.7 6.2 6.4 10.2 11.1 10.9 3.3 3.6 3.5 3.5 3.0 3.2

FirstEnergy Corp FE USA 40,063 USD 6.4 7.0 7.2 7.8 8.5 8.7 18.4 18.9 17.6 2.4 3.3 3.1 3.8 3.2 3.4

Entergy Corp ETR USA 48,275 USD 1.5 4.8 4.9 1.5 4.8 4.9 10.1 10.8 10.6 1.8 2.1 2.1 4.2 3.2 3.3

Average 4.9 6.0 6.2 5.3 6.5 6.7 12.9 13.6 13.0 2.5 3.0 2.9 3.8 3.1 3.3

Exelon Corp EXC US 119,666 USD 1.9 4.9 4.9 2.1 5.3 5.3 6.6 9.5 8.1 1.7 2.5 2.2 3.1 2.9 3.0

Company/Ticker
Revenue

(Mil) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E)
Public Service Enterprise Group Inc 9,696 USD 6.7 5.1 4.3 60.8 15.9 5.1 6.5 3.8 3.4 -17.1 -192.1 -113.2 4.7 4.4 4.3

FirstEnergy Corp FE USA 11,261 USD -19.7 14.1 2.4 -3.0 7.5 3.1 -15.9 -4.0 0.7 -127.1 -117.6 309.4 — 5.6 5.3

Entergy Corp ETR USA 11,009 USD -0.6 -5.1 8.4 -43.8 91.9 14.3 1.5 -27.4 5.9 347.4 -68.6 -74.7 2.3 2.2 2.7

Average -4.5 4.7 5.0 4.7 38.4 7.5 -2.6 -9.2 3.3 67.7 -126.1 40.5 3.5 4.1 4.1

Exelon Corp EXC US 35,985 USD 7.3 -8.7 2.7 -8.5 12.9 -6.6 — 15.6 -10.5 NM -3.0 -49.2 — 11.9 2.1

Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Valuation Analysis

Returns Analysis

Growth Analysis

Price/Earnings EV/EBITDA Price/Free Cash Flow Price/Book Price/Sales

ROIC % Adjusted ROIC % Return on Equity % Return on Assets % Dividend Yield %

Revenue Growth % EBIT Growth % EPS Growth % Free Cash Flow Growth % Dividend/Share Growth %

Last Historical Year

Last Historical Year
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Last Price Fair Value Uncertainty Economic Moat™ Moat Trend™ Stewardship Industry Group

48.73 USD 43.00 USD Medium Narrow Stable Standard Utilities - Regulated

Exelon Corp EXC (NYSE) | QQ

Company/Ticker
Net Income

(Mil) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E)
Public Service Enterprise Group Inc 1,582 USD 66.7 68.3 68.1 35.6 38.4 38.9 23.7 26.1 26.3 16.3 16.2 16.0 -10.3 2.0 -4.5

FirstEnergy Corp FE USA 1,277 USD 67.6 64.6 64.9 34.5 29.6 30.0 22.2 20.9 21.1 11.3 10.4 10.3 -11.2 -2.7 -1.2

Entergy Corp ETR USA 1,341 USD 65.4 65.0 65.0 27.6 31.3 32.9 9.1 18.4 19.4 12.2 9.9 9.9 -14.1 -21.5 -11.1

Average 66.6 66.0 66.0 32.6 33.1 33.9 18.3 21.8 22.3 13.3 12.2 12.1 -11.9 -7.4 -5.6

Exelon Corp EXC US 2,597 USD 53.7 57.8 56.3 22.9 26.9 25.6 10.8 13.4 12.2 7.2 9.2 8.0 2.9 6.1 1.8

Company/Ticker
Total Debt

(Mil) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E)
Public Service Enterprise Group Inc 15,478 USD 107.7 107.0 110.0 51.8 51.7 52.4 7.3 6.9 6.6 4.5 4.2 4.2 3.2 3.1 3.1

FirstEnergy Corp FE USA 19,504 USD 286.2 283.3 275.2 74.1 73.9 73.3 3.5 3.8 3.7 5.0 5.5 5.6 5.9 5.7 5.6

Entergy Corp ETR USA 18,111 USD 204.8 188.0 193.2 67.2 65.3 65.9 4.3 4.4 4.6 6.0 6.0 5.6 5.5 5.0 5.0

Average 199.6 192.8 192.8 64.4 63.6 63.9 5.0 5.0 5.0 5.2 5.2 5.1 4.9 4.6 4.6

Exelon Corp EXC US 36,528 USD 118.7 111.5 107.0 54.3 52.7 51.7 5.3 6.1 5.6 4.4 4.1 4.2 3.9 3.8 3.7

Company/Ticker
Market Cap

(Mil) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E)

Public Service Enterprise Group Inc 31,304 USD 0.35 0.84 0.63 0.71 0.67 0.64 0.64 0.61 0.58 0.08 0.19 0.13 63.5 58.0 58.5

FirstEnergy Corp FE USA 25,698 USD 0.74 1.11 1.37 0.52 0.63 0.67 0.46 0.55 0.59 0.21 0.40 0.50 72.5 61.2 64.0

Entergy Corp ETR USA 22,450 USD 2.62 1.94 1.46 0.54 0.59 0.59 0.38 0.39 0.38 0.19 0.15 0.12 77.3 69.0 66.9

Average 1.24 1.30 1.15 0.59 0.63 0.63 0.49 0.52 0.52 0.16 0.25 0.25 71.1 62.7 63.1

Exelon Corp EXC US 47,345 USD 1.39 1.48 0.72 1.17 1.08 1.04 1.02 0.93 0.88 0.65 0.69 0.34 66.5 45.5 51.9

Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Profitability Analysis

Leverage Analysis

Liquidity Analysis

Gross Margin % EBITDA Margin % Operating Margin % Net Margin % Free Cash Flow Margin %

Debt/Equity % Debt/Total Cap % EBITDA/Interest Exp. Total Debt/EBITDA Assets/Equity

Cash per Share Current Ratio Quick Ratio Cash/Short-Term Debt Payout Ratio %

Last Historical Year

Last Historical Year

Page 16

63

Attachment SDR-ROR-10(c)
63 of 587



Research Methodology for Valuing Companies 

 

Qualitative Equity Research Overview  

At the heart of our valuation system is a detailed projection 

of a company's future cash flows, resulting from our 

analysts' research. Analysts create custom industry and 

company assumptions to feed income statement, balance 

sheet, and capital investment assumptions into our globally 

standardized, proprietary discounted cash flow, or DCF, 

modeling templates. We use scenario analysis, in-depth 

competitive advantage analysis, and a variety of other 

analytical tools to augment this process. We believe this 

bottom-up, long-term, fundamentally based approach 

allows our analysts to focus on long-term business drivers, 

which have the greatest valuation impact, rather than short-

term market noise.  

 

Morningstar's equity research group (“we," "our") believes 

that a company's intrinsic worth results from the future 

cash flows it can generate. The Morningstar Rating for 

stocks identifies stocks trading at an uncertainty-adjusted 

discount or premium to their intrinsic worth—or fair value 

estimate, in Morningstar terminology. Five-star stocks sell 

for the biggest risk-adjusted discount to their fair values 

whereas 1-star stocks trade at premiums to their intrinsic 

worth. 

 

Four key components drive the Morningstar rating: (1) our 

assessment of the firm's economic moat, (2) our estimate of 

the stock's fair value, (3) our uncertainty around that fair 

value estimate and (4) the current market price. This 

process ultimately culminates in our single-point star rating. 

 

1. Economic Moat 

The concept of an economic moat plays a vital role not 

only in our qualitative assessment of a firm's long-term 

investment potential, but also in the actual calculation 

of our fair value estimates. An economic moat is a  

structural feature that allows a firm to sustain excess 

profits over a long period of time. We define excess 

economic profits as returns on invested capital (or ROIC) 

over and above our estimate of a firm's cost of capital, 

or weighted average cost of capital (or WACC). Without 

a moat, profits are more susceptible to competition. We 

have identified five sources of economic moats: 

intangible assets, switching costs, network effect, cost 

advantage, and efficient scale. 

 

Companies with a narrow moat are those we believe 

are more likely than not to achieve normalized excess 

returns for at least the next 10 years. Wide-moat 

companies are those in which we have very high 

confidence that excess returns will remain for 10 years, 

with excess returns more likely than not to remain for at 

least 20 years. The longer a firm generates economic 

profits, the higher its intrinsic value. We believe low-

quality no-moat companies will see their normalized 

returns gravitate toward the firm's cost of capital more 

quickly than companies with moats.  

 

To assess the direction of the underlying competitive 

advantages, analysts perform ongoing assessments of 

the moat trend. A firm's moat trend is positive in cases 

where we think its sources of competitive advantage 

are growing stronger; stable where we don't anticipate 

changes to competitive advantages over the next 

several years; or negative when we see signs of 

deterioration. 

 

All the moat and moat trend ratings undergo periodic 

review and any changes must be approved by the 

Morningstar Economic Moat Committee, comprised of 

senior members of Morningstar's equity research 

department. 

 

2. Estimated Fair Value 

Combining our analysts' financial forecasts with the 

firm's economic moat helps us assess how long returns 

on invested capital are likely to exceed the firm's cost of 

capital. Returns of firms with a wide economic moat 

rating are assumed to fade to the perpetuity period over 

a longer period of time than the returns of narrow-moat 

firms, and both will fade slower than no-moat firms, 

increasing our estimate of their intrinsic value.  

 

Our model is divided into three distinct stages: 

 

Stage I: Explicit Forecast  

In this stage, which can last five to 10 years, analysts 

make full financial statement forecasts, including items 

such as revenue, profit margins, tax rates, changes in 

working-capital accounts, and capital spending. Based 

on these projections, we calculate earnings before 

interest, after taxes, or EBI, and the net new 

investment, or NNI, to derive our annual free cash flow 

forecast.  

 

Stage II: Fade  

The second stage of our model is the period it will take 

the company's return on new invested capital—the 

return on capital of the next dollar invested ("RONIC")—

to decline (or rise) to its cost of capital. During the Stage 

II period, we use a formula to approximate cash flows in 

lieu of explicitly modeling the income statement, 

balance sheet, and cash flow statement as we do in 

Stage I. The length of the second stage depends on the 

strength of the company's economic moat. We forecast 

this period to last anywhere from one year (for 

companies with no economic moat) to 10–15 years or 

more (for wide-moat companies). During this period, 

cash flows are forecast using four assumptions: an 

average growth rate for EBI over the period, a 

normalized investment rate, average return on new 

invested capital, or RONIC, and the number of years 

until perpetuity, when excess returns cease. The 

investment rate and return on new invested capital 

decline until the perpetuity stage is reached. In the case 

of firms that do not earn their cost of capital, we 

assume marginal ROICs rise to the firm's cost of capital 

(usually attributable to less reinvestment), and we may 

truncate the second stage.  

 

Stage III: Perpetuity 

Once a company's marginal ROIC hits its cost of capital, 

we calculate a continuing value, using a standard 

perpetuity formula. At perpetuity, we assume that any 

growth or decline or investment in the business neither 

creates nor destroys value and that any new investment 

provides a return in line with estimated WACC. 

 

Because a dollar earned today is worth more than a 

dollar earned tomorrow, we discount our projections of 

cash flows in stages I, II, and III to arrive at a total 

present value of expected future cash flows. Because we 

are modeling free cash flow to the firm—representing cash 

available to provide a return to all capital providers—we 

discount future cash flows using the WACC, which is a 

weighted average of the costs of equity, debt, and preferred 

stock (and any other funding sources), using expected 

future proportionate long-term market-value weights. 

 

Morningstar Research Methodology for Valuing Companies 
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3. Uncertainty Around That Fair Value Estimate 

Morningstar's Uncertainty Rating captures a range of likely 

potential intrinsic values for a company and uses it to 

assign the margin of safety required before investing, which 

in turn explicitly drives our stock star rating system. The 

Uncertainty Rating represents the analysts' ability to bound 

the estimated value of the shares in a company around the 

fair value estimate, based on the characteristics of the 

business underlying the stock, including operating and 

financial leverage, sales sensitivity to the overall 

economy, product concentration, pricing power, and 

other company-specific factors.  

 

Analysts consider at least two scenarios in addition to 

their base case: a bull case and a bear case. 

Assumptions are chosen such that the analyst believes 

there is a 25% probability that the company will perform 

better than the bull case, and a 25% probability that the 

company will perform worse than the bear case. The 

distance between the bull and bear cases is an 

important indicator of the uncertainty underlying the 

fair value estimate.  

 

Our recommended margin of safety widens as our 

uncertainty of the estimated value of the equity 

increases. The more uncertain we are about the 

estimated value of the equity, the greater the discount 

we require relative to our estimate of the value of the 

firm before we would recommend the purchase of the 

shares. In addition, the uncertainty rating provides 

guidance in portfolio construction based on risk 

tolerance. 

 

Our uncertainty ratings for our qualitative analysis are 

low, medium, high, very high, and extreme. 

 

× Low–margin of safety for 5-star rating is a 20% discount 

and for 1-star rating is 25% premium. 

× Medium–margin of safety for 5-star rating is a 30% 

discount and for 1-star rating is 35% premium. 

× High–margin of safety for 5-star rating is a 40% discount 

and for 1-star rating is 55% premium. 

× Very High–margin of safety for 5-star rating is a 50% 

discount and for 1-star rating is 75% premium. 

× Extreme–margin of safety for 5-star rating is a 75% 

discount and for 1-star rating is 300% premium. 

 

4. Market Price 

The market prices used in this analysis and noted in the 

report come from exchange on which the stock is listed, 

which we believe is a reliable source. 

 

For more details about our methodology, please go to 

https://shareholders.morningstar.com. 

 

 Morningstar Star Rating for Stocks 

Once we determine the fair value estimate of a stock, we 

compare it with the stock's current market price on a daily 

basis, and the star rating is automatically re-calculated at 

the market close on every day the market on which the 

stock is listed is open.  

Please note, there is no predefined distribution of stars. 

That is, the percentage of stocks that earn 5 stars can 

fluctuate daily, so the star ratings, in the aggregate, can 

serve as a gauge of the broader market's valuation. When 

there are many 5-star stocks, the stock market as a whole is 

more undervalued, in our opinion, than when very few 

companies garner our highest rating.  

 

We expect that if our base-case assumptions are true the 

market price will converge on our fair value estimate over 

time, generally within three years (although it is impossible 

to predict the exact time frame in which market prices may 

adjust).  

 

Our star ratings are guideposts to a broad audience and 

individuals must consider their own specific investment 

goals, risk tolerance, tax situation, time horizon, income 

needs, and complete investment portfolio, among other 

factors.  

 

The Morningstar Star Ratings for stocks are defined below: 

 

QQQQQ We believe appreciation beyond a fair risk-

adjusted return is highly likely over a multiyear time frame. 

The current market price represents an excessively 

pessimistic outlook, limiting downside risk and maximizing 

upside potential.  

 

QQQQ We believe appreciation beyond a fair risk-

adjusted return is likely.  

 

QQQ Indicates our belief that investors are likely to 

receive a fair risk-adjusted return (approximately cost of 

equity). 

 

QQ We believe investors are likely to receive a less than 

fair risk-adjusted return.  

 

Q Indicates a high probability of undesirable risk-adjusted 

returns from the current market price over a multiyear time 

frame, based on our analysis. The market is pricing in an 

excessively optimistic outlook, limiting upside potential and 

leaving the investor exposed to Capital loss.  

 Morningstar Equity Research Star Rating Methodology 
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Other Definitions 

 

Last Price: Price of the stock as of the close of the market 

of the last trading day before date of the report. 

 

Stewardship Rating: Represents our assessment of 

management's stewardship of shareholder capital, with 

particular emphasis on capital allocation decisions. Analysts 

consider companies' investment strategy and valuation, 

financial leverage, dividend and share buyback policies, 

execution, compensation, related party transactions, and 

accounting practices. Corporate governance practices are 

only considered if they've had a demonstrated impact on 

shareholder value. Analysts assign one of three ratings: 

"Exemplary," "Standard," and "Poor." Analysts judge 

stewardship from an equity holder's perspective. Ratings 

are determined on an absolute basis. Most companies will 

receive a Standard rating, and this is the default rating in 

the absence of evidence that managers have made 

exceptionally strong or poor capital allocation decisions. 

 

Quantitative Valuation: Using the below terms, intended to 

denote the relationship between the security's Last Price 

and Morningstar's quantitative fair value estimate for that 

security. 

 

× Undervalued: Last Price is below Morningstar's 

quantitative fair value estimate. 

× Fairly Valued: Last Price is in line with Morningstar's 

quantitative fair value estimate. 

× Overvalued: Last Price is above Morningstar's 

quantitative fair value estimate. 

 

Risk Warning 

Please note that investments in securities are subject to 

market and other risks and there is no assurance or 

guarantee that the intended investment objectives will be 

achieved. Past performance of a security may or may not be 

sustained in future and is no indication of future 

performance. A security investment return and an investor's 

principal value will fluctuate so that, when redeemed, an 

investor's shares may be worth more or less than their 

original cost. A security's current investment performance 

may be lower or higher than the investment performance 

noted within the report. Morningstar's Uncertainty Rating 

serves as a useful data point with respect to sensitivity 

analysis of the assumptions used in our determining a fair 

value price.  
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Last Price Fair Value Uncertainty Economic Moat™ Moat Trend™ Stewardship Industry Group

48.73 USD 43.00 USD Medium Narrow Stable Standard Utilities - Regulated

Exelon Corp EXC (NYSE) | QQ

General Disclosure
The analysis within this report is prepared by the person(s)
noted in their capacity as an analyst for Morningstar’s equity
research group. The equity research group consists of
various Morningstar, Inc. subsidiaries (“Equity Research
Group)”. In the United States, that subsidiary is Morningstar
Research Services LLC, which is registered with and
governed by the U.S. Securities and Exchange Commission.

The opinions expressed within the report are given in good
faith, are as of the date of the report and are subject to
change without notice. Neither the analyst nor Equity
Research Group commits themselves in advance to whether
and in which intervals updates to the report are expected
to be made. The written analysis and Morningstar Star
Rating for stocks are statements of opinions; they are not
statements of fact.

The Equity Research Group believes its analysts make a
reasonable effort to carefully research information
contained in the analysis. The information on which the
analysis is based has been obtained from sources believed
to be reliable such as, for example, the company’s financial
statements filed with a regulator, company website,
Bloomberg and any other the relevant press sources. Only
the information obtained from such sources is made

available to the issuer who is the subject of the analysis,
which is necessary to properly reconcile with the facts.
Should this sharing of information result in considerable
changes, a statement of that fact will be noted within the
report. While the Equity Research Group has obtained data,
statistics and information from sources it believes to be
reliable, neither the Equity Research Group nor Morningstar,
Inc.performs an audit or seeks independent verification of
any of the data, statistics, and information it receives.

Unless otherwise provided in a separate agreement,
recipients accessing this report may only use it in the country
in which the Morningstar distributor is based. Unless stated
otherwise, the original distributor of the report is
Morningstar Research Services LLC, a U.S.A. domiciled
financial institution.

This report is for informational purposes only and has no
regard to the specific investment objectives, financial
situation or particular needs of any specific recipient. This
publication is intended to provide information to assist
institutional investors in making their own investment
decisions, not to provide investment advice to any specific
investor. Therefore, investments discussed and recommendations
made herein may not be suitable for all investors:  recipients
must exercise their own independent judgment as to the
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suitability of such investments and recommendations in the
light of their own investment objectives, experience,
taxation status and financial position.

The information, data, analyses and opinions presented
herein are not warranted to be accurate, correct, complete
or timely. Unless otherwise provided in a separate
agreement, neither Morningstar, Inc. or the Equity Research
Group represents that the report contents meet all of the
presentation and/or disclosure standards applicable in the
jurisdiction the recipient is located.

Except as otherwise required by law or provided for in a
separate agreement, the analyst, Morningstar, Inc. and the
Equity Research Group and their officers, directors and
employees shall not be responsible or liable for any trading
decisions, damages or other losses resulting from, or related
to, the information, data, analyses or opinions within the
report. The Equity Research Group encourages recipients of
this report to read all relevant issue documents (e.g.,
prospectus) pertaining to the security concerned, including
without limitation, information relevant to its investment
objectives, risks, and costs before making an investment
decision and when deemed necessary, to seek the advice
of a legal, tax, and/or accounting professional.

The Report and its contents are not directed to, or intended
for distribution to or use by, any person or entity who is a
citizen or resident of or located in any locality, state, country
or other jurisdiction where such distribution, publication,
availability or use would be contrary to law or regulation or
which would subject Morningstar, Inc. or its affiliates to any
registration or licensing requirements in such jurisdiction.

Where this report is made available in a language other
than English and in the case of inconsistencies between the
English and translated versions of the report, the English
version will control and supersede any ambiguities
associated with any part or section of a report that has been

issued in a foreign language. Neither the analyst,
Morningstar, Inc., or the Equity Research Group guarantees
the accuracy of the translations.

This report may be distributed in certain localities, countries
and/or jurisdictions (“Territories”) by independent third
parties or independent intermediaries and/or distributors
(“Distributors”). Such Distributors are not acting as agents
or representatives of the analyst, Morningstar, Inc. or the
Equity Research Group. In Territories where a Distributor
distributes our report, the Distributor is solely responsible
for complying with all applicable regulations, laws, rules,
circulars, codes and guidelines established by local and/or
regional regulatory bodies, including laws in connection
with the distribution third-party research reports.

Conflicts of Interest:

• No interests are held by the analyst with respect to the
security subject of this investment research report.
– Morningstar, Inc. may hold a long position in the security
subject of this investment research report that exceeds
0.5% of the total issued share capital of the security. To
determine if such is the case, please click
http://msi.morningstar.com and http://mdi.morningstar.com.•
Analysts' compensation is derived from Morningstar, Inc.'s
overall earnings and consists of salary, bonus and in some
cases restricted stock.

• Neither Morningstar, Inc. or the Equity Research Group
receives commissions for providing research nor do they
charge companies to be rated.

• Neither Morningstar, Inc. or the Equity Research Group is
a market maker or a liquidity provider of the security noted
within this report.

• Neither Morningstar, Inc. or the Equity Research Group
has been a lead manager or co-lead manager over the
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previous 12-months of any publicly disclosed offer of
financial instruments of the issuer.

• Morningstar, Inc.’s investment management group does
have arrangements with financial institutions to provide
portfolio management/investment advice some of which an
analyst may issue investment research reports on. However,
analysts do not have authority over Morningstar's
investment management group's business arrangements
nor allow employees from the investment management
group to participate or influence the analysis or opinion
prepared by them.

• Morningstar, Inc. is a publicly traded company (Ticker
Symbol:  MORN) and thus a financial institution the security
of which is the subject of this report may own more than
5% of Morningstar, Inc.’s total outstanding shares. Please
access Morningstar, Inc.’s proxy statement, “Security
Ownership of Certain Beneficial Owners and Management”
section https: //shareholders.morningstar.com/investor-re
lations/financials/sec-filings/default.aspx

• Morningstar, Inc. may provide the product issuer or its
related entities with services or products for a fee and on
an arms’ length basis including software products and
licenses, research and consulting services, data services,
licenses to republish our ratings and research in their
promotional material, event sponsorship and website
advertising.

Further information on Morningstar, Inc.'s conflict of interest
policies is available from http://global.morningstar.com/e
quitydisclosures. Also, please note analysts are subject to
the CFA Institute’s Code of Ethics and Standards of
Professional Conduct.

For a list of securities which the Equity Research Group
currently covers and provides written analysis on please
contact your local Morningstar office. In addition, for

historical analysis of securities covered, including their fair
value estimate, please contact your local office.

For Recipients in Australia: This Report has been issued and
distributed in Australia by Morningstar Australasia Pty Ltd
(ABN:  95 090 665 544; ASFL:  240892). Morningstar
Australasia Pty Ltd is the provider of the general advice (‘the
Service’) and takes responsibility for the production of this
report. The Service is provided through the research of
investment products. To the extent the Report contains
general advice it has been prepared without reference to
an investor’s objectives, financial situation or needs.
Investors should consider the advice in light of these matters
and, if applicable, the relevant Product Disclosure
Statement before making any decision to invest. Refer to
our Financial Services Guide (FSG) for more information at
http://www.morningstar.com.au/fsg.pdf .

For Recipients in Hong Kong: The Report is distributed by
Morningstar Investment Management Asia Limited, which
is regulated by the Hong Kong Securities and Futures
Commission to provide services to professional investors
only. Neither Morningstar Investment Management Asia
Limited, nor its representatives, are acting or will be deemed
to be acting as an investment advisor to any recipients of
this information unless expressly agreed to by Morningstar
Investment Management Asia Limited. For enquiries
regarding this research, please contact a Morningstar
Investment Management Asia Limited Licensed Representative
at http://global.morningstar.com/equitydisclosures .

For Recipients in India: This Investment Research is issued
by Morningstar Investment Adviser India Private Limited.
Morningstar Investment Adviser India Private Limited is
registered with the Securities and Exchange Board of India
(Registration number INA000001357) and provides
investment advice and research. Morningstar Investment
Adviser India Private Limited has not been the subject of
any disciplinary action by SEBI or any other legal/regulatory
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body. Morningstar Investment Adviser India Private Limited
is a wholly owned subsidiary of Morningstar Investment
Management LLC. In India, Morningstar Investment Adviser
India Private Limited has one associate, Morningstar India
Private Limited, which provides data related services,
financial data analysis and software development.

The Research Analyst has not served as an officer, director
or employee of the fund company within the last 12 months,
nor has it or its associates engaged in market making activity
for the fund company.

*The Conflicts of Interest disclosure above also applies to
relatives and associates of Manager Research Analysts in
India # The Conflicts of Interest disclosure above also
applies to associates of Manager Research Analysts in
India. The terms and conditions on which Morningstar
Investment Adviser India Private Limited offers Investment
Research to clients, varies from client to client, and are
detailed in the respective client agreement.

For recipients in Japan: The Report is distributed by Ibbotson
Associates Japan, Inc., which is regulated by Financial
Services Agency. Neither Ibbotson Associates Japan, Inc.,
nor its representatives, are acting or will be deemed to be
acting as an investment advisor to any recipients of this
information.

For recipients in Singapore: This Report is distributed by
Morningstar Investment Adviser Singapore Pte Limited,
which is licensed by the Monetary Authority of Singapore
to provide financial advisory services in Singapore. Investors
should consult a financial adviser regarding the suitability
of any investment product, taking into account their specific
investment objectives, financial situation or particular
needs, before making any investment decisions.
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Business Strategy and Outlook 
Andrew Bischof, CFA, CPA, Sr. Eq. Analyst, 01 August 2019

As the largest nuclear power plant owner in the United
States, Exelon has suffered as low natural gas prices have
slashed power prices since 2008. We think cheap gas will
remain an advantage for competing generators and
pressure nuclear plant returns for the foreseeable future.
But Exelon has shown its political clout recently, winning
subsidies in Illinois, New York, and New Jersey to keep
its nuclear fleet economic. To date, Exelon has secured
over $400 million in annual zero emission credits across
these three states.

Exelon's growth engine is its regulated gas and electric
distribution utilities. With the $12 billion acquisition of
Pepco Holdings in March 2016, we expect Exelon's
regulated electric and gas distribution utilities to drive all
of our earnings growth through 2022. By then, the
regulated utilities' earnings should easily top Exelon's
generation earnings, based on current energy market
conditions. Returns at Pepco remain weak, but pending
rate cases and regulatory reform should aid returns.

At its nuclear unit, Exelon can't escape its leverage to
Eastern and Midwestern U.S. power prices, which
contribute about half of total earnings. Nuclear's low fuel
costs and clean emission profile make Exelon the utilities
sector's biggest winner if power prices rise, capacity
markets tighten, and environmental regulations make
fossil-fuel power generation more costly. Management
continues to drive costs out of the business. Exelon
forecasts $4.2 billion in costs at the unit in 2022, down
from $4.8 billion in 2018.

Exelon's merchant generation continues to be our main
concern, and the reason we value Exelon at a steep
discount to peer regulated utilities. The future for the unit
looks bleak, with the recent steep decline in forward
power prices due to weak natural gas prices, mild
weather, and Ohio nuclear support further pressuring the
unit. Management's aggressive hedging strategy
enhances the risk, with generation 60% unhedged in
2021.

Important Disclosure:
 The conduct of Morningstar’s analysts is governed by Code of Ethics/Code of Conduct Policy, Personal Security Trading Policy (or an equivalent of),
and Investment Research Policy. For information regarding conflicts of interest, please visit  http://global.morningstar.com/equitydisclosures

Merchant Power Segment Weakness Supports Our Negative View of
Exelon

Bulls Say 

ONuclear power plants run year-round, produce
electricity at low variable costs, and generate large
energy margins, even with currently depressed
power prices.

OHigher natural gas and coal prices, rising
electricity demand, and environmental regulations
help Exelon more than any other utility because of its
large nuclear fleet.

OExelon's regulated utilities have good growth
opportunities and regulation that can support
earnings and dividend growth.

Bears Say 

OExelon's performance in part is driven by volatile
power prices that fluctuate based on natural gas
prices, coal prices, and regional electricity demand.

OThe Constellation and Pepco acquisitions diluted
Exelon's economic moat by adding more no-moat
retail business.

OMany of Exelon's growth projects come with
regulated or contracted returns, reducing shareholders'
leverage to a rebound in power markets.

Morningstar Pillars Analyst Quantitative

Economic Moat Narrow Narrow
Valuation QQ Overvalued
Uncertainty Medium Low
Financial Health — Moderate

Current 5-Yr Avg Sector Country

Price/Quant Fair Value 1.07 1.00 0.89 0.83
Price/Earnings 20.7 16.4 14.8 20.1
Forward P/E 15.8 — 13.7 13.9
Price/Cash Flow 6.1 4.7 6.5 13.1
Price/Free Cash Flow 149.6 86.3 13.1 19.5
Trailing Dividend Yield% 2.96 3.55 3.68 2.35

Analyst Note 
Andrew Bischof, CFA, CPA, Sr. Eq. Analyst, 01 August 2019

We are reaffirming our $43 fair value estimate and our
narrow moat and stable moat trend ratings for Exelon after
the company announced adjusted second-quarter
earnings per share of $0.60, down from $0.71 per share
in the same year-ago period. Management reaffirmed its
2019 earnings guidance range of $3.00-$3.30, consistent
with our full-year 2019 expectations.

Exelon's merchant generation business continues to be
our main concern, and the core reason we value Exelon at
a steep discount to core regulated utilities in our coverage
universe. The unit was the sole reason for the
quarter-over-quarter decline, erasing any benefit from
Exelon's improving regulated operations. The future for
the unit looks bleak, with the recent steep decline in
forward power prices further pressuring the unit.
Management's aggressive hedging strategy enhances the
risk, with generation 60% unhedged in 2021.

Exelon previously benefited from nuclear subsidies, but
Ohio legislation supporting FirstEnergy's nuclear
generation was one reason for the forward power price
sell off. Low natural gas prices and mild weather also
contributed to the sell-off. In Pennsylvania, Three Mile
Island is scheduled to close this fall, after the state failed
to pass legislation supporting Exelon's nuclear generation.
However, while we have previously maintained that
legislation would be difficult in a state with cheap
Marcellus natural gas, successful legislation in Ohio leads
us to increase the probability of nuclear support in
Pennsylvania.

Partially offsetting the merchant unit's weakness were
positive contributions from the regulated utilities.
Consolidated return on equity was 10.2%, with a
20-basis-point improvement to 9.3% at BGE and Pepco.
Pending rate cases at the two units should further enhance
returns at the units. A subpoena over Exelon's lobbying
efforts in Illinois cast doubt on regulatory relationships in
the region. Concerns around ComEd's franchise renewal
in Chicago continue.

Source: Morningstar Equity Research

Source: Morningstar

Undervalued Fairly Valued Overvalued

Quantitative Valuation
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Economic Moat 
Andrew Bischof, Sr. Eq. Analyst, 01 August 2019

Considering Exelon's full suite of businesses, we think the
firm has a narrow economic moat.

Most nuclear generation still has moaty characteristics,
with returns on capital above costs of capital for the
foreseeable future. However, the spread between
long-term returns on capital and Exelon's cost of capital
has shrunk, based on our midcycle outlook for power
prices in the Eastern U.S. Exelon's increasing
diversification into narrow- and no-moat businesses,
together with the shrinking returns at its nuclear
generation business, supports our narrow moat rating.

Nuclear generation's moaty economics are based on two
primary competitive advantages. First, nuclear plants take
more than seven years to site and build, cost several billion
dollars, and typically face community opposition. These
are significant barriers to entry, giving operators an
effective low-cost monopoly in a given region. Exelon's
large fleet gives it scale advantages that allow it to add
capacity at its plants at a fraction of the cost and risk of
a greenfield project. It is unlikely a competitor would be
able to earn sufficient returns on capital by building a
nuclear plant in close proximity to any of Exelon's plants.

Second, no other reliable power generation source can
match the scale of a nuclear plant. Nuclear plants' low
variable costs and low greenhouse gas emissions relative
to competing fossil fuel power generation sources, such
as coal and natural gas. Renewable energy, with
effectively no marginal costs, has depressed wholesale
power prices and hurt Exelon's returns on capital in some
of its regions. We believe this is a market distortion that
fails to recognize the value of Exelon's nuclear fleet
reliability relative to intermittent renewable energy. State
policy and legislation particularly in Illinois, New Jersey
and New York have recognized some of that
zero-emissions power from nuclear plants.

We believe Exelon's regulated distribution utilities have
narrow economic moats. Regulatory caps on profits

Close Competitors Currency (Mil) Market Cap TTM Sales Operating Margin TTM/PE

Public Service Enterprise Group Inc PEG USD 31,304 10,158 23.59 21.51

FirstEnergy Corp FE USD 25,698 11,173 20.51 21.32

Entergy Corp ETR USD 22,450 10,893 10.51 22.17

offsets the service territory monopolies and network
efficient scale advantages. Utility regulation in the U.S.
aims to fix customer rates at levels that ensure capital
providers earn fair returns on their investments while
keeping customer costs as low as possible. We believe
this regulatory compact ensures Exelon's utilities will earn
greater than their costs of capital in the long run.

We believe Exelon's retail supply business has no
economic moat. Retail power and gas markets are highly
competitive with virtually no barriers to entry, switching
costs, or product differentiation. Although customer
relationships can be sticky, retailers mostly end up
competing on price.

Fair Value & Profit Drivers 
Andrew Bischof, Sr. Eq. Analyst, 01 August 2019

We are maintaining our $43 per share fair value estimate
after Exelon reported second-quarter earnings that were
in line with our expectations.

We expect earnings growth at the regulated utilities to be
in line with 8% rate base growth Our forecasts show
Exelon's regulated utilities contributing about 60% of
consolidated earnings in 2019, a trend we forecast to
continue as Exelon directs cash flow generated by its
nuclear fleet toward its regulated operations. We assume
the regulated utilities earn 10% returns on equity and grow
their rate bases nearly 8% annually on average in 2019-22.
Lower gross margins at the merchant generation business
will negate most of this growth on a consolidated basis.

On a midcycle basis, we assume a $3 per million Btu
midcycle Henry Hub gas price and modest market heat
rate improvement above current 2020 forwards in all
regions.

At the retail business, we assume 20% long-term
normalized gross margins and volume that grows to 267
terawatt-hours by 2022.

We assume a 9% cost of equity and a 7.0% cost of capital.
Our cost of equity assumption is in line with the 9% rate
of return that we expect investors to demand of a
diversified equity portfolio. A 2.25% long-term inflation
outlook underpins our capital cost assumptions.

Risk & Uncertainty 
Andrew Bischof, Sr. Eq. Analyst, 01 August 2019
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Investors should consider turning their attention away
from power markets and more toward regulatory
developments in Illinois, Pennsylvania, and the
Mid-Atlantic coastal states.

As Exelon's regulated utilities generate a greater share
of earnings, shareholders' returns will be more exposed
to state and federal regulatory risk. Illinois and Maryland
are two historically tough regulatory environments, and
punitive rate decisions could have a material impact on
earnings and growth. However, Exelon has done a solid
job developing good regulatory relationships that mitigate
some of this risk. We expect Exelon will be able to
maintain solid--albeit not spectacular--returns at its
regulated utilities.

Exelon's biggest threat used to be political developments
that would reregulate competitive electricity markets in
the Midwest and Mid-Atlantic. As the nation's largest
wholesale generator and retail supplier, Exelon
Generation's competitive edge requires Eastern U.S.
power markets to remain deregulated. However, Exelon's
political savvy, particularly in Illinois, New York, and New
Jersey, now limits the impact from volatile power markets
on earnings and long-term value. We expect most of the
nuclear fleet is earning returns in the range of what might
be available in a fully regulated scheme.

Exelon still has a net long position in the power markets,
so sharp increases in power prices would result in an
earnings windfall for its generation fleet. This could
reverse the current outlook, leading Exelon to pull back
its lobbying efforts while drawing reregulation rhetoric
from regulators and politicians. Exelon previously suffered
from politically inspired power price caps that limited its
profits for several years following deregulation. We think
the now-mature deregulated markets make this unlikely,
but regulators remain highly involved in power markets,
and any regulatory changes will probably have a material
positive or negative impact on Exelon, given its size.

Stewardship 
Andrew Bischof, Sr. Eq. Analyst, 01 August 2019

We assign Exelon's management a Standard stewardship
rating. The company has done a notable job reducing its
exposure to commodity markets, which it can't control,
and focusing on business lines where it can control how
earnings develop.

We're particularly impressed by management's ability to
operate its nuclear fleet at world-class levels. We're also
impressed by management's political lobbying
success--particularly in New York, Illinois, and New
Jersey--to extend the lives of its distressed nuclear plants.
Management now turns their attention toward winning
subsidies for their plants in Pennsylvania.

Management has also been able to score legislative wins
that should improve the regulatory environment in
Delaware and Pennsylvania. In Delaware, legislators
approved a distribution customer charge that will allow
for more timely recovery and support further infrastructure
development. In Pennsylvania, legislation will allow state
regulators to incorporate more constructive rate
mechanisms, such as decoupling, formula rates, and
multiyear rate plans and rate cases.

Crane and board chairman Mayo Shattuck III have focused
growth investment on the regulated utilities, continuing a
strategic shift that former CEO and chairman John Rowe
made before his departure in 2013. Crane's biggest move
so far is the $12 billion (including debt) Pepco acquisition,
which closed in 2016. This increases Exelon's share of
regulated utilities earnings and dilutes shareholders'
aggregate exposure to wholesale power markets.
Management showed strong conviction in the value of the
deal based on nearly two years of regulatory negotiations.

Morningstar Equity Analyst Report |Page 3 of 13

Exelon Corp   EXC   (XNYS)
Morningstar Rating Last Price Fair Value Estimate Price/Fair Value Trailing Dividend Yield % Forward Dividend Yield % Market Cap (Bil) Industry Stewardship

11 Sep 2019
21:45, UTC

11 Sep 2019 12 Feb 2019
22:52, UTC

11 Sep 2019 11 Sep 2019 11 Sep 2019
QQ 48.73 USD 43.00 USD 1.13 2.96 2.98 47.35 Utilities - Diversified Standard

© Morningstar 2019. All Rights Reserved. Unless otherwise provided in a separate agreement, you may use this report only in the country in which its original distributor is based. The information, data, analyses and opinions presented herein do not constitute investment advice; are provided
solely for informational purposes and therefore are not an offer to buy or sell a security; and are not warranted to be correct, complete or accurate. The opinions expressed are as of the date written and are subject to change without notice. Except as otherwise required by law, Morningstar shall
not be responsible for any trading decisions, damages or other losses resulting from, or related to, the information, data, analyses or opinions or their use. The information contained herein is the proprietary property of Morningstar and may not be reproduced, in whole or in part, or used in any
manner, without the prior written consent of Morningstar. Investment research is produced and issued by subsidiaries of Morningstar, Inc. including, but not limited to, Morningstar Research Services LLC, registered with and governed by the U.S. Securities and Exchange Commission. To order
reprints, call +1 312-696-6100. To license the research, call +1 312-696-6869. Please see important disclosures at the end of this report.

?
73

Attachment SDR-ROR-10(c)
73 of 587



Analyst Notes Archive

Public Service Enterprise, Exelon Nuclear Plants
Rise From Dead After Winning New Jersey
Subsidies
Travis Miller, Strategist, 18 April 2019

We are reaffirming our $48 per share fair value estimate
for Public Service Enterprise Group and $43 per share fair
value estimate for Exelon after New Jersey regulators
selected the Salem and Hope Creek nuclear plants to
receive state subsidies. We are also reaffirming our
narrow moat and stable moat trends for both companies.

We expect the companies, which share ownership of
Salem, to withdraw the deactivation notice they filed with
the mid-Atlantic region grid operator, PJM, on April 16.
The filing said they planned to close the plants by fall
2020, which would have led us to cut our fair value
estimates. We already assumed the plants would receive
the subsidies and continue operating, so there is no impact
on our fair value estimates.

The decision comes one year after New Jersey Governor
Phil Murphy signed legislation directing regulators to
identify facilities that are most important to supporting
the state's emissions-reduction goals. Nuclear plays an
important role in decreasing the state's carbon emissions.

We expect the nuclear subsidies to generate $200 million
of incremental annual pretax profits for the firm,
representing 10% of our consolidated pretax earnings
starting later this year. However, we expect the subsidies
to contribute to depress future PJM capacity prices. We
forecast mostly flat PJM capacity revenue for its
fossil-fuel fleet between 2019-23.

For Exelon, we expect the subsidies to generate roughly
$85 million of additional revenue absent any changes in
PJM capacity pricing. Exelon continues to work on
attaining subsidies in Pennsylvania.

We expect the subsidies will survive any legal challenges.
The U.S. Supreme Court on April 15 declined to accept
lawsuits challenging similar nuclear subsidies in Illinois
and New York. Lower court ruled in favor of the subsidies.
We are awaiting guidance from the Federal Energy
Regulatory Commission on how PJM should adjust its
capacity and energy market pricing to account for the

subsidies.

 Exelon Keeps Winning the Nuclear Fight, Reports
First-Quarter Earnings
Andrew Bischof, Sr. Eq. Analyst, 02 May 2019

We are reaffirming our $43 fair value estimate and our
narrow moat and stable moat trend ratings for Exelon after
the company announced adjusted first-quarter earnings
per share of $0.87, down from $0.96 in the same year-ago
period. Management reaffirmed 2019 EPS guidance range
of $3.00-$3.30, consistent with our full-year expectation.

Exelon has a strong track record of lobbying and securing
support for its economically challenged nuclear fleet. In
New Jersey, the Board of Public Utilities voted 4-1 to
award zero emission credits, or ZECs, to its partially owned
Salem nuclear plant, with the first payment to be received
in August. The award is for three years, plus a stub year.
To date, Exelon is three-for-three, securing over $400
million in annual zero emission credits in Illinois, New
Jersey, and New York.

The next challenge for Exelon is Pennsylvania, where
legislation HB11 and SB510 propose to amend the
Pennsylvania Alternative Portfolio Standard to include
nuclear. All Exelon's nuclear generation in Pennyslvania
would be eligible for the proposed $6.08-$7.90/MWh
subsidy. The subsidy could add up to $2 per share to our
fair value estimate, but we think the legislation is too
uncertain to incorporate in our fair value estimate for now.

Pennsylvania's abundance of low-cost in-state natural gas
production and generation makes it different from Illinois,
New York, and New Jersey. Plentiful, low-cost gas has
opponents challenging the need to prop up nuclear.
However, nuclear generation still provides 39% of the
state's electricity, on average. Generation retirements
would require more gas use, which would make it more
difficult for the state to hit lower carbon targets.

For the quarter, Exelon Generation earnings suffered from
lower realized energy prices and timing of zero emission
credit revenue. Exelon's regulated businesses continue to
perform well. Rolling 12-month earned returns ticked up
to 10.2% from 9.5% last quarter.

Merchant Power Segment Weakness Supports Our
Negative View of Exelon
Andrew Bischof, Sr. Eq. Analyst, 01 August 2019
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We are reaffirming our $43 fair value estimate and our
narrow moat and stable moat trend ratings for Exelon after
the company announced adjusted second-quarter
earnings per share of $0.60, down from $0.71 per share
in the same year-ago period. Management reaffirmed its
2019 earnings guidance range of $3.00-$3.30, consistent
with our full-year 2019 expectations.

Exelon's merchant generation business continues to be
our main concern, and the core reason we value Exelon
at a steep discount to core regulated utilities in our
coverage universe. The unit was the sole reason for the
quarter-over-quarter decline, erasing any benefit from
Exelon's improving regulated operations. The future for
the unit looks bleak, with the recent steep decline in
forward power prices further pressuring the unit.
Management's aggressive hedging strategy enhances the
risk, with generation 60% unhedged in 2021.

Exelon previously benefited from nuclear subsidies, but
Ohio legislation supporting FirstEnergy's nuclear
generation was one reason for the forward power price
sell off. Low natural gas prices and mild weather also
contributed to the sell-off. In Pennsylvania, Three Mile
Island is scheduled to close this fall, after the state failed
to pass legislation supporting Exelon's nuclear
generation. However, while we have previously
maintained that legislation would be difficult in a state
with cheap Marcellus natural gas, successful legislation
in Ohio leads us to increase the probability of nuclear
support in Pennsylvania.

Partially offsetting the merchant unit's weakness were
positive contributions from the regulated utilities.
Consolidated return on equity was 10.2%, with a
20-basis-point improvement to 9.3% at BGE and Pepco.
Pending rate cases at the two units should further enhance
returns at the units. A subpoena over Exelon's lobbying
efforts in Illinois cast doubt on regulatory relationships in
the region. Concerns around ComEd's franchise renewal
in Chicago continue.
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Exelon Corp EXC QQQQ 11 Sep 2019 02:00 UTC
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There is no one analyst in which a Quantitative Fair Value Estimate and Quantitative
Star Rating are attributed to; however, Mr. Lee Davidson, Head of Quantitative
Research for Morningstar, Inc., is responsible for overseeing the methodology that
supports the quantitative fair value. As an employee of Morningstar, Inc., Mr.
Davidson is guided by Morningstar, Inc.’s Code of Ethics and Personal Securities
Trading Policy in carrying out his responsibilities. For information regarding Conflicts
of Interests, visit http://global.morningstar.com/equitydisclosures

Company Profile
Exelon serves more customers than any other U.S. utility, with
10 million power and gas customers at its six regulated
utilities in Illinois, Pennsylvania, Maryland, New Jersey,
Delaware, and Washington, D.C. Exelon owns 14 nuclear
plants and 32 gigawatts of generation capacity throughout
North America.

Quantitative Scores Scores

All Rel Sector Rel Country

Quantitative Moat Narrow 97 96 94
Valuation Overvalued 6 19 11
Quantitative Uncertainty Low 100 99 100
Financial Health Moderate 80 66 80

Source: Morningstar Equity Research

fUSA

EXC

 Undervalued  Fairly Valued Overvalued 

Valuation
Current 5-Yr Avg

Sector
Median

Country
Median

Price/Quant Fair Value 1.07 1.00 0.89 0.83
Price/Earnings 20.7 16.4 14.8 20.1
Forward P/E 15.8 — 13.7 13.9
Price/Cash Flow 6.1 4.7 6.5 13.1
Price/Free Cash Flow 149.6 86.3 13.1 19.5
Trailing Dividend Yield % 2.96 3.55 3.68 2.35
Price/Book 1.5 1.3 1.4 2.4
Price/Sales 1.3 1.1 1.4 2.4

Profitability
Current 5-Yr Avg

Sector
Median

Country
Median

Return on Equity % 7.3 8.2 9.8 12.9
Return on Assets % 1.9 2.1 3.3 5.2
Revenue/Employee (Mil) 1.1 1.0 1.3 0.3

Financial Health
Current 5-Yr Avg

Sector
Median

Country
Median

Distance to Default 0.7 0.6 0.6 0.5
Solvency Score 658.3 — 584.9 552.4
Assets/Equity 3.9 4.0 2.6 1.7
Long-Term Debt/Equity 1.1 1.1 0.7 0.4

Price vs. Quantitative Fair Value

14

28

42

56

70

2015 2016 2017 2018 2019 2020 Quantitative Fair Value Estimate
Total Return
Sales/Share
Forecast Range
Forcasted Price
Dividend
Split

Momentum: Neutral
Standard Deviation: 13.63
Liquidity: High

42.19 52-Wk 51.18

25.09 5-Yr 51.18

-21.8 32.4 14.7 17.9 10.5 Total Return %
-22.5 19.9 -6.7 23.0 -10.0 +/– Market (Morningstar US Index)
4.47 3.56 3.32 3.06 2.96 Trailing Dividend Yield %
4.47 3.58 3.32 3.06 3.00 Forward Dividend Yield %
12.4 26.9 17.7 11.7 20.7 Price/Earnings

0.8 1.1 1.1 1.2 1.3 Price/Revenue

Morningstar RatingQ

Q
QQ
QQQ
QQQQ
QQQQQ

2014 2015 2016 2017 2018 TTM Financials (Fiscal Year in Mil)
27,429 29,447 31,360 33,531 35,985 35,382 Revenue

10.2 7.4 6.5 6.9 7.3 -1.7  % Change

2,390 4,391 3,160 3,811 3,842 3,883 Operating Income
-34.4 83.7 -28.0 20.6 0.8 1.1  % Change
1,623 2,269 1,134 3,770 2,010 2,276 Net Income

4,457 7,616 8,445 7,480 8,644 7,673 Operating Cash Flow
-6,077 -7,624 -8,553 -7,584 -7,594 -7,359 Capital Spending
-1,620 -8 -108 -104 1,050 314 Free Cash Flow

-5.9 0.0 -0.3 -0.3 2.9 0.9  % Sales

1.88 2.54 1.22 3.97 2.07 2.34 EPS
-6.0 35.1 -52.0 225.4 -47.9 13.0  % Change

-0.03 -1.04 0.82 -1.05 0.99 0.32 Free Cash Flow/Share

1.24 1.24 1.26 1.31 1.38 1.42 Dividends/Share
27.44 28.01 28.17 29.18 32.05 32.47 Book Value/Share

860,000 920,000 924,000 963,000 968,000 971,584 Shares Outstanding (K)

Profitability
7.2 9.4 4.4 13.5 6.6 7.3 Return on Equity %
2.0 2.5 1.1 3.3 1.7 1.9 Return on Assets %
5.9 7.7 3.6 11.2 5.6 6.4 Net Margin %

0.33 0.32 0.30 0.29 0.30 0.30 Asset Turnover
3.8 3.7 4.4 3.9 3.9 3.9 Financial Leverage

21.4 27.3 27.7 27.9 27.7 28.2 Gross Margin %
8.7 14.9 10.1 11.4 10.7 11.0 Operating Margin %

20,010 24,286 32,216 32,565 34,465 32,299 Long-Term Debt

22,608 25,793 25,837 29,857 30,764 31,548 Total Equity
0.6 0.5 0.5 0.5 0.5 0.5 Fixed Asset Turns

Growth Per Share
1-Year 3-Year 5-Year 10-Year

Revenue % 7.2 6.9 7.7 6.7
Operating Income % -2.6 -4.4 1.1 -3.2
Earnings % -48.1 -6.6 0.7 -6.6
Dividends % 5.3 3.6 -1.1 -3.8
Book Value % 2.4 4.3 3.7 6.6
Stock Total Return % 13.5 16.5 10.7 2.9

Quarterly Revenue & EPS
Revenue (Mil) Mar Jun Sep Dec Total
2019 9,477.0 7,689.0 — — —
2018 9,693.0 8,076.0 9,403.0 8,815.0 35,985.0
2017 8,757.0 7,623.0 8,769.0 8,382.0 33,531.0
2016 7,573.0 6,910.0 9,002.0 7,874.0 31,360.0
Earnings Per Share ()
2019 0.93 0.50 — — —
2018 0.60 0.56 0.76 0.16 2.07
2017 1.07 0.09 0.85 1.94 3.97
2016 0.19 0.29 0.53 0.22 1.22

Revenue Growth Year On Year %

10.3

-2.6

6.5

10.7

5.9
7.2

5.2

-2.2
-4.8

2017 2018 2019
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Research Methodology for Valuing Companies 

 

Qualitative Equity Research Overview  

At the heart of our valuation system is a detailed projection 

of a company's future cash flows, resulting from our 

analysts' research. Analysts create custom industry and 

company assumptions to feed income statement, balance 

sheet, and capital investment assumptions into our globally 

standardized, proprietary discounted cash flow, or DCF, 

modeling templates. We use scenario analysis, in-depth 

competitive advantage analysis, and a variety of other 

analytical tools to augment this process. We believe this 

bottom-up, long-term, fundamentally based approach 

allows our analysts to focus on long-term business drivers, 

which have the greatest valuation impact, rather than short-

term market noise.  

 

Morningstar's equity research group (“we," "our") believes 

that a company's intrinsic worth results from the future 

cash flows it can generate. The Morningstar Rating for 

stocks identifies stocks trading at an uncertainty-adjusted 

discount or premium to their intrinsic worth—or fair value 

estimate, in Morningstar terminology. Five-star stocks sell 

for the biggest risk-adjusted discount to their fair values 

whereas 1-star stocks trade at premiums to their intrinsic 

worth. 

 

Four key components drive the Morningstar rating: (1) our 

assessment of the firm's economic moat, (2) our estimate of 

the stock's fair value, (3) our uncertainty around that fair 

value estimate and (4) the current market price. This 

process ultimately culminates in our single-point star rating. 

 

1. Economic Moat 

The concept of an economic moat plays a vital role not 

only in our qualitative assessment of a firm's long-term 

investment potential, but also in the actual calculation 

of our fair value estimates. An economic moat is a  

structural feature that allows a firm to sustain excess 

profits over a long period of time. We define excess 

economic profits as returns on invested capital (or ROIC) 

over and above our estimate of a firm's cost of capital, 

or weighted average cost of capital (or WACC). Without 

a moat, profits are more susceptible to competition. We 

have identified five sources of economic moats: 

intangible assets, switching costs, network effect, cost 

advantage, and efficient scale. 

 

Companies with a narrow moat are those we believe 

are more likely than not to achieve normalized excess 

returns for at least the next 10 years. Wide-moat 

companies are those in which we have very high 

confidence that excess returns will remain for 10 years, 

with excess returns more likely than not to remain for at 

least 20 years. The longer a firm generates economic 

profits, the higher its intrinsic value. We believe low-

quality no-moat companies will see their normalized 

returns gravitate toward the firm's cost of capital more 

quickly than companies with moats.  

 

To assess the direction of the underlying competitive 

advantages, analysts perform ongoing assessments of 

the moat trend. A firm's moat trend is positive in cases 

where we think its sources of competitive advantage 

are growing stronger; stable where we don't anticipate 

changes to competitive advantages over the next 

several years; or negative when we see signs of 

deterioration. 

 

All the moat and moat trend ratings undergo periodic 

review and any changes must be approved by the 

Morningstar Economic Moat Committee, comprised of 

senior members of Morningstar's equity research 

department. 

 

2. Estimated Fair Value 

Combining our analysts' financial forecasts with the 

firm's economic moat helps us assess how long returns 

on invested capital are likely to exceed the firm's cost of 

capital. Returns of firms with a wide economic moat 

rating are assumed to fade to the perpetuity period over 

a longer period of time than the returns of narrow-moat 

firms, and both will fade slower than no-moat firms, 

increasing our estimate of their intrinsic value.  

 

Our model is divided into three distinct stages: 

 

Stage I: Explicit Forecast  

In this stage, which can last five to 10 years, analysts 

make full financial statement forecasts, including items 

such as revenue, profit margins, tax rates, changes in 

working-capital accounts, and capital spending. Based 

on these projections, we calculate earnings before 

interest, after taxes, or EBI, and the net new 

investment, or NNI, to derive our annual free cash flow 

forecast.  

 

Stage II: Fade  

The second stage of our model is the period it will take 

the company's return on new invested capital—the 

return on capital of the next dollar invested ("RONIC")—

to decline (or rise) to its cost of capital. During the Stage 

II period, we use a formula to approximate cash flows in 

lieu of explicitly modeling the income statement, 

balance sheet, and cash flow statement as we do in 

Stage I. The length of the second stage depends on the 

strength of the company's economic moat. We forecast 

this period to last anywhere from one year (for 

companies with no economic moat) to 10–15 years or 

more (for wide-moat companies). During this period, 

cash flows are forecast using four assumptions: an 

average growth rate for EBI over the period, a 

normalized investment rate, average return on new 

invested capital, or RONIC, and the number of years 

until perpetuity, when excess returns cease. The 

investment rate and return on new invested capital 

decline until the perpetuity stage is reached. In the case 

of firms that do not earn their cost of capital, we 

assume marginal ROICs rise to the firm's cost of capital 

(usually attributable to less reinvestment), and we may 

truncate the second stage.  

 

Stage III: Perpetuity 

Once a company's marginal ROIC hits its cost of capital, 

we calculate a continuing value, using a standard 

perpetuity formula. At perpetuity, we assume that any 

growth or decline or investment in the business neither 

creates nor destroys value and that any new investment 

provides a return in line with estimated WACC. 

 

Because a dollar earned today is worth more than a 

dollar earned tomorrow, we discount our projections of 

cash flows in stages I, II, and III to arrive at a total 

present value of expected future cash flows. Because we 

are modeling free cash flow to the firm—representing cash 

available to provide a return to all capital providers—we 

discount future cash flows using the WACC, which is a 

weighted average of the costs of equity, debt, and preferred 

stock (and any other funding sources), using expected 

future proportionate long-term market-value weights. 

Morningstar Research Methodology for Valuing Companies 
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Research Methodology for Valuing Companies 

 

3. Uncertainty Around That Fair Value Estimate 

Morningstar's Uncertainty Rating captures a range of likely 

potential intrinsic values for a company and uses it to 

assign the margin of safety required before investing, which 

in turn explicitly drives our stock star rating system. The 

Uncertainty Rating represents the analysts' ability to bound 

the estimated value of the shares in a company around the 

fair value estimate, based on the characteristics of the 

business underlying the stock, including operating and 

financial leverage, sales sensitivity to the overall 

economy, product concentration, pricing power, and 

other company-specific factors.  

 

Analysts consider at least two scenarios in addition to 

their base case: a bull case and a bear case. 

Assumptions are chosen such that the analyst believes 

there is a 25% probability that the company will perform 

better than the bull case, and a 25% probability that the 

company will perform worse than the bear case. The 

distance between the bull and bear cases is an 

important indicator of the uncertainty underlying the 

fair value estimate.  

 

Our recommended margin of safety widens as our 

uncertainty of the estimated value of the equity 

increases. The more uncertain we are about the 

estimated value of the equity, the greater the discount 

we require relative to our estimate of the value of the 

firm before we would recommend the purchase of the 

shares. In addition, the uncertainty rating provides 

guidance in portfolio construction based on risk 

tolerance. 

 

Our uncertainty ratings for our qualitative analysis are 

low, medium, high, very high, and extreme. 

 

× Low–margin of safety for 5-star rating is a 20% discount 

and for 1-star rating is 25% premium. 

× Medium–margin of safety for 5-star rating is a 30% 

discount and for 1-star rating is 35% premium. 

× High–margin of safety for 5-star rating is a 40% discount 

and for 1-star rating is 55% premium. 

× Very High–margin of safety for 5-star rating is a 50% 

discount and for 1-star rating is 75% premium. 

× Extreme–margin of safety for 5-star rating is a 75% 

discount and for 1-star rating is 300% premium. 

 

4. Market Price 

The market prices used in this analysis and noted in the 

report come from exchange on which the stock is listed, 

which we believe is a reliable source. 

 

For more details about our methodology, please go to 

https://shareholders.morningstar.com. 

 

 Morningstar Star Rating for Stocks 

Once we determine the fair value estimate of a stock, we 

compare it with the stock's current market price on a daily 

basis, and the star rating is automatically re-calculated at 

the market close on every day the market on which the 

stock is listed is open.  

Please note, there is no predefined distribution of stars. 

That is, the percentage of stocks that earn 5 stars can 

fluctuate daily, so the star ratings, in the aggregate, can 

serve as a gauge of the broader market's valuation. When 

there are many 5-star stocks, the stock market as a whole is 

more undervalued, in our opinion, than when very few 

companies garner our highest rating.  

 

We expect that if our base-case assumptions are true the 

market price will converge on our fair value estimate over 

time, generally within three years (although it is impossible 

to predict the exact time frame in which market prices may 

adjust).  

 

Our star ratings are guideposts to a broad audience and 

individuals must consider their own specific investment 

goals, risk tolerance, tax situation, time horizon, income 

needs, and complete investment portfolio, among other 

factors.  

The Morningstar Star Ratings for stocks are defined below: 

 

QQQQQ We believe appreciation beyond a fair risk-

adjusted return is highly likely over a multiyear time frame. 

The current market price represents an excessively 

pessimistic outlook, limiting downside risk and maximizing 

upside potential.  

 

QQQQ We believe appreciation beyond a fair risk-

adjusted return is likely.  

 

QQQ Indicates our belief that investors are likely to 

receive a fair risk-adjusted return (approximately cost of 

equity). 

 

QQ We believe investors are likely to receive a less than 

fair risk-adjusted return.  

 

Q Indicates a high probability of undesirable risk-adjusted 

returns from the current market price over a multiyear time 

frame, based on our analysis. The market is pricing in an 

excessively optimistic outlook, limiting upside potential and 

leaving the investor exposed to Capital loss.  

 Morningstar Equity Research Star Rating Methodology 
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Research Methodology for Valuing Companies 

 

Other Definitions 

 

Last Price: Price of the stock as of the close of the market 

of the last trading day before date of the report. 

 

Stewardship Rating: Represents our assessment of 

management's stewardship of shareholder capital, with 

particular emphasis on capital allocation decisions. Analysts 

consider companies' investment strategy and valuation, 

financial leverage, dividend and share buyback policies, 

execution, compensation, related party transactions, and 

accounting practices. Corporate governance practices are 

only considered if they've had a demonstrated impact on 

shareholder value. Analysts assign one of three ratings: 

"Exemplary," "Standard," and "Poor." Analysts judge 

stewardship from an equity holder's perspective. Ratings 

are determined on an absolute basis. Most companies will 

receive a Standard rating, and this is the default rating in 

the absence of evidence that managers have made 

exceptionally strong or poor capital allocation decisions. 

 

Quantitative Valuation: Using the below terms, intended to 

denote the relationship between the security's Last Price 

and Morningstar's quantitative fair value estimate for that 

security. 

 

× Undervalued: Last Price is below Morningstar's 

quantitative fair value estimate. 

× Fairly Valued: Last Price is in line with Morningstar's 

quantitative fair value estimate. 

× Overvalued: Last Price is above Morningstar's 

quantitative fair value estimate. 

 

Risk Warning 

Please note that investments in securities are subject to 

market and other risks and there is no assurance or 

guarantee that the intended investment objectives will be 

achieved. Past performance of a security may or may not be 

sustained in future and is no indication of future 

performance. A security investment return and an investor's 

principal value will fluctuate so that, when redeemed, an 

investor's shares may be worth more or less than their 

original cost. A security's current investment performance 

may be lower or higher than the investment performance 

noted within the report. Morningstar's Uncertainty Rating 

serves as a useful data point with respect to sensitivity 

analysis of the assumptions used in our determining a fair 

value price.  

 

Quantitative Equity Reports Overview 

The quantitative report on equities consists of data, 

statistics and quantitative equity ratings on equity 

securities. Morningstar, Inc.'s quantitative equity ratings are 

forward looking and are generated by a statistical model 

that is based on Morningstar Inc.'s analyst-driven equity 

ratings and quantitative statistics. Given the nature of the 

quantitative report and the quantitative ratings, there is no 

one analyst in which a given report is attributed to; 

however, Mr. Lee Davidson, Head of Quantitative Research 

for Morningstar, Inc., is responsible for overseeing the 

methodology that supports the quantitative equity ratings 

used in this report. As an employee of Morningstar, Inc., 

Mr. Davidson is guided by Morningstar, Inc.'s Code of Ethics 

and Personal Securities Trading Policy in carrying out his 

responsibilities. 

 

Quantitative Equity Ratings 

Morningstar's quantitative equity ratings consist of: 

(i)  Quantitative Fair Value Estimate  

(ii)  Quantitative Star Rating 

(iii)  Quantitative Uncertainty  

(iv)  Quantitative Economic Moat  

(v)  Quantitative Financial Health  

(collectively the "Quantitative Ratings"). 

 

The Quantitative Ratings are calculated daily and derived 

from the analyst-driven ratings of a company's peers as 

determined by statistical algorithms. Morningstar, Inc. 

("“Morningstar," "we," "our") calculates Quantitative 

Ratings for companies whether it already provides analyst 

ratings and qualitative coverage. In some cases, the 

Quantitative Ratings may differ from the analyst ratings 

because a company's analyst-driven ratings can 

significantly differ from other companies in its peer group. 

 

Quantitative Fair Value Estimate: Intended to represent 

Morningstar's estimate of the per share dollar amount that 

a company's equity is worth today. Morningstar calculates 

the quantitative fair value estimate using a statistical model 

derived from the fair value estimate Morningstar's equity 

analysts assign to companies. Please go to 

https://shareholders.morningstar.com for information about 

fair value estimates Morningstar's equity analysts assign to 

companies. 

 

Quantitative Economic Moat: Intended to describe the 

strength of a firm's competitive position. It is calculated 

using an algorithm designed to predict the Economic Moat 

rating a Morningstar analyst would assign to the stock. The 

rating is expressed as Narrow, Wide, or None. 

 

× Narrow: assigned when the probability of a stock 

receiving a "Wide Moat" rating by an analyst is greater 

than 70% but less than 99%.  

× Wide: assigned when the probability of a stock receiving 

a "Wide Moat" rating by an analyst is greater than 99%. 

× None: assigned when the probability of an analyst 

receiving a "Wide Moat" rating by an analyst is less than 

70%. 

 

Quantitative Star Rating: Intended to be the summary 

rating based on the combination of our Quantitative Fair 

Value Estimate, current market price, and the Quantitative 

Uncertainty Rating. The rating is expressed as 1-Star, 2-Star, 

3-Star, 4-Star, and 5-Star. 

 

Q: the stock is overvalued with a reasonable margin of 

safety.  

Log (Quant FVE/Price)<–1*Quantitative Uncertainty 

 

QQ: the stock is somewhat overvalued.  

Log (Quant FVE/Price) between (–1*Quantitative 

Uncertainty, –0.5*Quantitative Uncertainty) 

 

QQQ: the stock is approximately fairly valued.  

Log (Quant FVE/Price) between (–0.5*Quantitative 

Uncertainty, 0.5*Quantitative Uncertainty) 

 

QQQQ: the stock is somewhat undervalued.  

Log (Quant FVE/Price) between (0.5*Quantitative 

Uncertainty, 1*Quantitative Uncertainty) 

 

QQQQQ: the stock is undervalued with a reasonable 

margin of safety. Log (Quant FVE/Price) >1*Quantitative 

Uncertainty 

 

Quantitative Uncertainty: Intended to represent 

Morningstar's level of uncertainty about the accuracy of the 

quantitative fair value estimate. Generally, the lower the 

quantitative Uncertainty, the narrower the potential range 

of outcomes for that particular company. The rating is 

expressed as Low, Medium, High, Very High, and Extreme. 

 

× Low: the interquartile range for possible fair values is less 

than 10%. 

× Medium: the interquartile range for possible fair values is 

less than 15% but greater than 10%. 

× High: the interquartile range for possible fair values is 

less than 35% but greater than 15%. 

× Very High: the interquartile range for possible fair values 

is less than 80% but greater than 35%. 

× Extreme: the interquartile range for possible fair values is 

greater than 80%. 

 

Quantitative Financial Health: Intended to reflect the 

probability that a firm will face financial distress in the near 

future. The calculation uses a predictive model designed to 

anticipate when a company may default on its financial 

obligations. The rating is expressed as Weak, Moderate, 

and Strong. 

 

× Weak: assigned when Quantitative Financial Health <0.2 

× Moderate: assigned when Quantitative Financial Health 

is between 0.2 and 0.7 

× Strong: assigned when Quantitative Financial Health >0.7 
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Research Methodology for Valuing Companies 

 

Other Definitions 

 

Last Close: Price of the stock as of the close of the market 

of the last trading day before date of the report. 

 

Quantitative Valuation: Using the below terms, intended to 

denote the relationship between the security's Last Price 

and Morningstar's quantitative fair value estimate for that 

security.  

 

× Undervalued: Last Price is below Morningstar's 

quantitative fair value estimate. 

× Fairly Valued: Last Price is in line with Morningstar's 

quantitative fair value estimate. 

× Overvalued: Last Price is above Morningstar's 

quantitative fair value estimate. 

 

This Report has not been made available to the issuer of the 

security prior to publication. 

 

Risk Warning 

Please note that investments in securities are subject to 

market and other risks and there is no assurance or 

guarantee that the intended investment objectives will be 

achieved. Past performance of a security may or may not be 

sustained in future and is no indication of future 

performance. A security investment return and an investor's 

principal value will fluctuate so that, when redeemed, an 

investor's shares may be worth more or less than their 

original cost. A security's current investment performance 

may be lower or higher than the investment performance 

noted within the report. 

 

The quantitative equity ratings are not statements of fact. 

Morningstar does not guarantee the completeness or 

accuracy of the assumptions or models used in determining 

the quantitative equity ratings. In addition, there is the risk 

that the price target will not be met due to such things as 

unforeseen changes in demand for the company's products, 

changes in management, technology, economic 

development, interest rate development, operating and/or 

material costs, competitive pressure, supervisory law, 

exchange rate, and tax rate. For investments in foreign 

markets there are further risks, generally based on 

exchange rate changes or changes in political and social 

conditions. 

  

A change in the fundamental factors underlying the 

quantitative equity ratings can mean that the valuation is 

subsequently no longer accurate.  

 

For more information about Morningstar's quantitative 

methodology, please visit 

http://global.morningstar.com/equitydisclosures. 
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General Disclosure
The analysis within this report is prepared by the person
(s) noted in their capacity as an analyst for Morningstar’s
equity research group. The equity research group
consists of various Morningstar, Inc. subsidiaries
(“Equity Research Group)”. In the United States, that
subsidiary is Morningstar Research Services LLC, which
is registered with and governed by the U.S. Securities
and Exchange Commission.

The opinions expressed within the report are given in
good faith, are as of the date of the report and are
subject to change without notice. Neither the analyst
nor Equity Research Group commits themselves in
advance to whether and in which intervals updates to
the report are expected to be made. The written analysis
and Morningstar Star Rating for stocks are statements
of opinions; they are not statements of fact.

The Equity Research Group believes its analysts make
a reasonable effort to carefully research information
contained in the analysis. The information on which the
analysis is based has been obtained from sources
believed to be reliable such as, for example, the
company’s financial statements filed with a regulator,
company website, Bloomberg and any other the
relevant press sources. Only the information obtained
from such sources is made available to the issuer who
is the subject of the analysis, which is necessary to
properly reconcile with the facts. Should this sharing of
information result in considerable changes, a statement
of that fact will be noted within the report. While the
Equity Research Group has obtained data, statistics and
information from sources it believes to be reliable,
neither the Equity Research Group nor Morningstar, Inc.
performs an audit or seeks independent verification of
any of the data, statistics, and information it receives.

General Quantitative Disclosure
The Quantitative Equity Report (“Report”) is derived
from data, statistics and information within
Morningstar, Inc.’s database as of the date of the Report
and is subject to change without notice. The Report is
for informational purposes only, intended for financial
professionals and/or sophisticated investors (“Users”)
and should not be the sole piece of information used by
such Users or their clients in making an investment
decision. The quantitative equity ratings noted the
Report are provided in good faith, are as of the date of

the Report and are subject to change. While
Morningstar has obtained data, statistics and
information from sources it believes to be reliable,
Morningstar does not perform an audit or seeks
independent verification of any of the data, statistics,
and information it receives.

The quantitative equity ratings are not a market call,
and do not replace the User or User’s clients from
conducting their own due-diligence on the security. The
quantitative equity rating is not a suitability
assessment; such assessments take into account may
factors including a person’s investment objective,
personal and financial situation, and risk tolerance all
of which are factors the quantitative equity rating
statistical model does not and did not consider.

Prices noted with the Report are the closing prices on
the last stock-market trading day before the publication
date stated, unless another point in time is explicitly
stated.

General Disclosure (applicable to both Quantitative
and Qualitative Research)
Unless otherwise provided in a separate agreement,
recipients accessing this report may only use it in the
country in which the Morningstar distributor is based.
Unless stated otherwise, the original distributor of the
report is Morningstar Research Services LLC, a U.S.A.
domiciled financial institution.

This report is for informational purposes only and has
no regard to the specific investment objectives,

financial situation or particular needs of any specific
recipient. This publication is intended to provide
information to assist institutional investors in making
their own investment decisions, not to provide
investment advice to any specific investor. Therefore,
investments discussed and recommendations made
herein may not be suitable for all investors:  recipients
must exercise their own independent judgment as to
the suitability of such investments and recommendations
in the light of their own investment objectives,
experience, taxation status and financial position.

The information, data, analyses and opinions presented
herein are not warranted to be accurate, correct,
complete or timely. Unless otherwise provided in a
separate agreement, neither Morningstar, Inc. or the
Equity Research Group represents that the report
contents meet all of the presentation and/or disclosure
standards applicable in the jurisdiction the recipient is
located.

Except as otherwise required by law or provided for in
a separate agreement, the analyst, Morningstar, Inc.
and the Equity Research Group and their officers,
directors and employees shall not be responsible or
liable for any trading decisions, damages or other
losses resulting from, or related to, the information,
data, analyses or opinions within the report. The Equity
Research Group encourages recipients of this report to
read all relevant issue documents (e.g., prospectus)
pertaining to the security concerned, including without
limitation, information relevant to its investment
objectives, risks, and costs before making an
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investment decision and when deemed necessary, to
seek the advice of a legal, tax, and/or accounting
professional.

The Report and its contents are not directed to, or
intended for distribution to or use by, any person or
entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be
contrary to law or regulation or which would subject
Morningstar, Inc. or its affiliates to any registration or
licensing requirements in such jurisdiction.

Where this report is made available in a language other
than English and in the case of inconsistencies between
the English and translated versions of the report, the
English version will control and supersede any
ambiguities associated with any part or section of a
report that has been issued in a foreign language.
Neither the analyst, Morningstar, Inc., or the Equity
Research Group guarantees the accuracy of the
translations.

This report may be distributed in certain localities,
countries and/or jurisdictions (“Territories”) by
independent third parties or independent intermediaries
and/or distributors (“Distributors”). Such Distributors
are not acting as agents or representatives of the
analyst, Morningstar, Inc. or the Equity Research Group.
In Territories where a Distributor distributes our report,
the Distributor is solely responsible for complying with
all applicable regulations, laws, rules, circulars, codes
and guidelines established by local and/or regional
regulatory bodies, including laws in connection with the
distribution third-party research reports.

Conflicts of Interest:

• No interests are held by the analyst with respect to
the security subject of this investment research report.
– Morningstar, Inc. may hold a long position in the
security subject of this investment research report that
exceeds 0.5% of the total issued share capital of the
security. To determine if such is the case, please click
http://msi.morningstar.com and http://mdi.morningstar.com.

• Analysts' compensation is derived from Morningstar,
Inc.'s overall earnings and consists of salary, bonus and
in some cases restricted stock.

• Neither Morningstar, Inc. or the Equity Research
Group receives commissions for providing research nor
do they charge companies to be rated.

• Neither Morningstar, Inc. or the Equity Research
Group is a market maker or a liquidity provider of the
security noted within this report.

• Neither Morningstar, Inc. or the Equity Research
Group has been a lead manager or co-lead manager
over the previous 12-months of any publicly disclosed
offer of financial instruments of the issuer.

• Morningstar, Inc.’s investment management group
does have arrangements with financial institutions to
provide portfolio management/investment advice some
of which an analyst may issue investment research
reports on. However, analysts do not have authority over
Morningstar's investment management group's
business arrangements nor allow employees from the
investment management group to participate or
influence the analysis or opinion prepared by them.

• Morningstar, Inc. is a publically traded company
(Ticker Symbol:  MORN) and thus a financial institution
the security of which is the subject of this report may
own more than 5% of Morningstar, Inc.’s total
outstanding shares. Please access Morningstar, Inc.’s
proxy statement, “Security Ownership of Certain
Beneficial Owners and Management” section https:
//shareholders.morningstar.com/investor-relations/fin
ancials/sec-filings/default.aspx

• Morningstar, Inc.  may provide the product issuer or
its related entities with services or products for a fee
and on an arms’ length basis including software
products and licenses, research and consulting
services, data services, licenses to republish our ratings
and research in their promotional material, event
sponsorship and website advertising.

Further information on Morningstar, Inc.'s conflict of
interest policies is available from http://global.mornin
gstar.com/equitydisclosures. Also, please note analysts
are subject to the CFA Institute’s Code of Ethics and
Standards of Professional Conduct.

For a list of securities which the Equity Research Group

currently covers and provides written analysis on
please contact your local Morningstar office. In
addition, for historical analysis of securities covered,
including their fair value estimate, please contact your
local office.

For Recipients in Australia: This Report has been
issued and distributed in Australia by Morningstar
Australasia Pty Ltd (ABN:  95 090 665 544; ASFL:
240892). Morningstar Australasia Pty Ltd is the provider
of the general advice (‘the Service’) and takes
responsibility for the production of this report. The
Service is provided through the research of investment
products. To the extent the Report contains general
advice it has been prepared without reference to an
investor’s objectives, financial situation or needs.
Investors should consider the advice in light of these
matters and, if applicable, the relevant Product
Disclosure Statement before making any decision to
invest. Refer to our Financial Services Guide (FSG) for
more information at http://www.morningstar.com.au/fsg.pdf
.

For Recipients in Canada: This research is not
prepared subject to Canadian disclosure requirements.

For Recipients in Hong Kong: The Report is
distributed by Morningstar Investment Management
Asia Limited, which is regulated by the Hong Kong
Securities and Futures Commission to provide services
to professional investors only. Neither Morningstar
Investment Management Asia Limited, nor its
representatives, are acting or will be deemed to be
acting as an investment advisor to any recipients of this
information unless expressly agreed to by Morningstar
Investment Management Asia Limited. For enquiries
regarding this research, please contact a Morningstar
Investment Management Asia Limited Licensed
Representative at http://global.morningstar.com/equi
tydisclosures .

For Recipients in India: This Investment Research is
issued by Morningstar Investment Adviser India Private
Limited.  Morningstar Investment Adviser India Private
Limited is registered with the Securities and Exchange
Board of India (Registration number INA000001357)
and provides investment advice and research.
Morningstar Investment Adviser India Private Limited
has not been the subject of any disciplinary action by
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SEBI or any other legal/regulatory body. Morningstar
Investment Adviser India Private Limited is a wholly
owned subsidiary of Morningstar Investment
Management LLC. In India, Morningstar Investment
Adviser India Private Limited has one associate,
Morningstar India Private Limited, which provides data
related services, financial data analysis and software
development.

The Research Analyst has not served as an officer,
director or employee of the fund company within the
last 12 months, nor has it or its associates engaged in
market making activity for the fund company.

*The Conflicts of Interest disclosure above also applies
to relatives and associates of Manager Research
Analysts in India # The Conflicts of Interest disclosure
above also applies to associates of Manager Research
Analysts in India. The terms and conditions on which
Morningstar Investment Adviser India Private Limited
offers Investment Research to clients, varies from client
to client, and are detailed in the respective client
agreement.

For recipients in Japan: The Report is distributed by
Ibbotson Associates Japan, Inc., which is regulated by
Financial Services Agency. Neither Ibbotson Associates
Japan, Inc., nor its representatives, are acting or will
be deemed to be acting as an investment advisor to any
recipients of this information.

For recipients in Singapore: This Report is
distributed by Morningstar Investment Adviser
Singapore Pte Limited, which is licensed by the
Monetary Authority of Singapore to provide financial
advisory services in Singapore. Investors should consult
a financial adviser regarding the suitability of any
investment product, taking into account their specific
investment objectives, financial situation or particular
needs, before making any investment decisions.
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Ticker Price Rating
AEP 91.53 Neutral
D 77.43 Buy
ED 90.88 Neutral
EXC 48.12 Buy
NEE 219.81 Buy
NI 29.67 Buy
NJR 46.08 Neutral
SRE 141.83 Buy

 

 Power, Utilities & Alternative Energy September 6, 2019

The Guggenheim Daily Transmission: ED, NJR, NI,
NEE, SRE, AEP, D, EXC, IL, MD, CT, DOE, Policy

For other Guggenheim Hosted Client Utility Events including
Annual TX Power, Gas and Wires Bus Tour, EEI Meetings/
Utility Dinners, NDR schedule among other events, scroll
down

ED - CECONY Rate Case Settlement Starting to Emerge (see our note HERE)

NJR – Adding gas storage to the midstream segment

NI – Completion of 2 safety recommendations issued by the NTSB

NEE – FP&L posts constructive datapoints for Hurricane Dorian recovery

SRE – Port Arthur LNG expansion of pipeline receives FERC comments on preliminary
application

AEP – Pre-hearing date set in TX rate case

D – Staff filed response in NC rate case

EXC/IL/Policy – Illinois Chamber of Commerce pens op-ed criticizing CEJA and CEPA

MD/EXC/Policy – Maryland denies permits for two contracted solar farms

CT/Policy – Staying focus on dealing with climate change

DOE – DOE rescinds lightbulb efficiency requirement

NJR – Adding gas storage to the midstream segment

• NJR announced that it has agreed to acquire Leaf River Energy Holdings (private), a 32.2
MMDth salt dome natural gas storage facility in the Gulf Coast region for $367.5M. The
facility is 83% contracted (firm) with key counter-parties including LDCs (64%), marketer
(18%), and pipeline (18%). The average contract length is 4.9 years.

• The transaction does not require FERC’s approval. Subjected to certain extension rights,
both parties have termination rights if the deal doesn’t close by Dec. 2nd, 2019.

• NJR expects the acquisition will be slightly accretive to earnings in FY20 and helps to
maintain its LT earnings growth rate of 6-8%.

• Financing: $350M term loan with LT financing including LT debt and equity to maintain
a strong balance sheet.

• Link HERE.

Guggenheim takeaway: While a longer average contract length would have made the deal
more favorable, the company’s ability to maintain its business mix and sustain LT earnings
growth rate makes this transaction a decent addition to the business, in our view. We note
that the immediate NT potential catalyst on NJR is the CPCN of Adelphia. Note that Adelphia
received its Environmental Assessment in Jan. 2019 and is still waiting for its Certificate of
Public Convenience and Necessity (CPCN). The delay in getting a CPCN causes Adelphia’s
construction to span over 2019 and 2020 versus in 2019. See our 2Q19 note HERE and our
upgrade note HERE.. We are also watching closely for the Penneast application process.
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NI – Completion of 2 safety recommendations issued by the NTSB

• The National Transportation Safety Board (NTSB) has issued a notice acknowledging
that NI has completed the two safety recommendations that the board gave the company
following the Merrimack Valley incident.

• Link HERE.

Guggenheim takeaway: In case you missed it. While the investigation is still open, we
note that this report marks a significant progress on the case and it is encouraging to learn
that NI has been fully cooperating with the NTSB to improve the safety in its operation.
We also note that the NTSB will hold a meeting on Sep. 24th to discuss the potential
cause of the incident. We will continue to track the progress on this investigation. We do
ultimately believe that this MA gas distribution asset will be sold to ES with a potential
announcement by YE – see our ES upgrade/WEC downgrade note HERE for more
details on this.

AEP – Pre-hearing date set in TX rate case

• Parties in the case have filed initial briefs.

• Docket 49494.

Guggenheim takeaway: The case is progressing on schedule. We will continue to monitor
the progress on the case and note that staff recommended an equity ratio of 40% and an
ROE of 9.35% (range of 8.46%-9.66%) vs AEP’s ask equity ratio of 45% and ask ROE of
10.5%. We model an earned ROE of ~8.5% on 50% equity ratio for AEP Texas, which is
consistent with the midpoint of the bid-ask between staff and the company’s request.

NEE – FP&L posts constructive datapoints for Hurricane Dorian recovery

• FP&L restored 160,000 customer affected by Hurricane Dorian with an average
restoration time of just over an hour.

• NEE noted that significant investments in a stronger, smarter, more storm-resilient grid
helped speed restoration and smart grid technology helped avoid many outages.

Guggenheim takeaway: Constructive datapoints around restoration and storm response.
In our view this is a positive for NEE, regulators and customers alike.

SRE – Port Arthur LNG expansion of pipeline receives FERC comments on
preliminary application

• FERC posted comments and recommendations for additional information required from
Port Arthur.

• The additional information will include separate impact data for new pipeline plans
and pipe expansions, more information on alternatives and other general information
inquiries.

• Docket: PF19-6

Guggenheim takeaway: This filing is another datapoint for SRE growth, as FERC
is working constructively to work through projects required for a potential Port Arthur
expansion. Port Arthur expansion plans now push beyond SRE, beyond the original 45
MTPA original goal for LNG exports. We noted potential LNG opportunities in our NDR
note.

D – Staff filed response in NC rate case

• In response to the company’s demand that the staff is obliged to respond to discovery
request, the staff has made a filing arguing that the company’s demand should be
rejected.
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• Docket E-22 Sub 562.

Guggenheim takeaway: For your tracking of the progress on the case. Recall that staff
filed testimony recommending an ROE of 9.0% with a 50% equity ratio vs. the company’ s
ask of 10.75% ROE with a 53.65% equity ratio. Alternatively, the staff also proposed another
recommendation that allows for 53.65% equity ratio but at an 8.75% ROE. We will continue
to monitor the progress of the case.

EXC/IL/Policy – Illinois Chamber of Commerce pens op-ed criticizing CEJA and CEPA

• The president of the Illinois Chamber of Commerce has penned an op-ed claiming that
the capacity proposals in the proposed CEJA and CEPA legislation would double the
capacity charge on Illinois ratepayers.

• “There is a false narrative being promoted by the nuclear community and environmental
advocates that uses a set of figures presented by an independent energy market monitor
during this regulatory proceeding as the basis for saying electricity prices in Illinois will
increase significantly. Those numbers are wildly mischaracterized and being used as
fear-mongering to scare legislators and the public into rash decisions that will have costly
consequences.”

• More HERE.

Guggenheim takeaway: No surprise to see the Chamber come out against the legislation.
We remain on the lookout for indications of movement in Springfield as the November
veto session steadily draws closer and lawmakers potentially cobble together a
broader package. Very much a stay tuned situation, which in our view could be further
catalyzed by FERC's actions on reforms in PJM.

MD/EXC/Policy – Maryland denies permits for two contracted solar farms

• Environment Secretary Ben Grumbles has denied permits for the Shugart Valley and
Ripley Road projects, which would have supplied electricity to Georgetown University
and the Southern Maryland Electric Cooperative, respectively.

• More HERE.

Guggenheim takeaway: In case you missed it, and something we have followed closely
over the past year given ongoing land use pushback in the state. The denial only
further highlights what we see as a gross disconnect between policymakers and physical/
engineering realities across multiple jurisdictions. With DC slated to go 100% renewable
by 2032 and Maryland 50% by 2030, we are at a loss for where the needed capacity will
even be physically sited at this point. In this specific situation, we continue to see EXC’s
Calvert Cliffs as particularly well-positioned given its pre-existing carbon free contribution to
the state’s energy mix and indications of support for nuclear from Governor Hogan.

CT/Policy – Staying focused on dealing with climate change

• The governor of CT, Ned Lamont, has signed an executive order to keep CT focused on
its effort to deal with climate change. Notably, the order asks the Department of Energy
and Environmental Protection (DEEP) to assess paths toward achieving 100% clean
energy by 2040.

• Link HERE.

Guggenheim takeaway: For your awareness. Note that DEEP has issued an RFP for up
to 2GW of offshore wind on Aug. 19 (link) with bids due on Sep. 30th. We will continue to
track the progress of this RFP.
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DOE – DOE rescinds lightbulb efficiency requirement

• The DOE has rescinded a requirement concerning lighting efficiency, following through
on an administrative effort that had been proposed earlier this year.

• Order HERE.

Guggenheim takeaway: Minor FYI.
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Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour
 

 

Equity Research  |  Corporate Access 

Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour 
Please join us in the Lone Star state for two days of meetings in Dallas and Houston, 

featuring C-Suite from Vistra, Sempra (Oncor), CenterPoint, NRG and Entergy. We 

will be focused on several sector themes including ERCOT market dynamics, de-

regulated power markets and regulated T&D growth opportunities in and outside of 

TX, with the trip conveniently timed with the all-important peak summer season and 

Q3 earnings. 

Dates and Locations 

September 19 | Dallas 
September 20 | Houston 

Thursday, September 19 | Dallas 

10:00 AM |Vistra Energy Corp. (VST) 
David Campbell, CFO and team members 

1:00 PM | Sempra Energy (SRE) / Oncor 
Trevor Mihalik, CFO of Sempra Energy; Allen Nye, CEO of Oncor; Don Clevenger, CFO of 
Oncor and other management team  

Fly to Houston and have dinner with Guggenheim Team 

Friday, September 20 | Houston  
8:00 AM | CenterPoint Energy, Inc. (CNP) 
Xia Liu, CFO; Kenny Mercado, CIO (Chief Integration Officer) and other team members 

10:00 AM | NRG Energy Inc. (NRG) 
Mauricio Gutierrez, CEO; Elizabeth Killinger, Head of Mass Retail; Robert Gaudette, Head of 
Business Solutions 

1:00 PM | Entergy Corporation (ETR) 
Drew Marsh, CFO Entergy Corp, Sallie Rainer, President and CEO of Entergy Texas and other 
team members (close distance from airport) 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 

Logistics 

Transportation details, logistics and hotel recommendations to follow 

Houston Hotel: We ask all attendees to book hotel rooms at The Four Seasons Houston 
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Guggenheim's 2019 EEI Invite & Schedule

Invite: 54th EEI Financial Conference 

Dates 
November 10-12, 2019 

Company Dinners (Hosted by Guggenheim) 

 

Company Meetings 
*More Utilities will be added and we will update schedule accordingly* 

 

 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 
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Guggenheim's Power & Utility Comp Sheet

 

Price as of Close9/5/2019 Guggenheim Consensus

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings

Cap ($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AEP American Electric Power 45.2 Neutral $82 $91.53 3.1% 63% 494 4.20   4.44   4.71   4.93   21.8 20.6 19.4 18.6 4.14   4.41   4.68   4.94   22.1 20.8 19.6 18.5

ALE ALLETE 4.4 Neutral $86 $85.73 3.0% 66% 52 3.57   3.88   4.17   4.28   24.0 22.1 20.6 20.0 3.56   3.86   4.18   4.28   24.1 22.2 20.5 20.0

AVA Avista* 3.1 Neutral $43 $47.54 3.4% 80% 66 1.93   2.05   2.23   2.41   24.6 23.2 21.3 19.7 2.54   1.98   2.15   2.41   18.7 24.0 22.1 19.7

CMS CMS Energy 18.0 Neutral $59 $63.40 2.6% 61% 284 2.50   2.69   2.88   3.07   25.4 23.6 22.0 20.7 2.50   2.67   2.87   3.07   25.4 23.7 22.1 20.7

DUK Duke Energy 68.1 Buy $99 $93.41 4.2% 75% 729 5.10   5.26   5.57   5.91   18.3 17.8 16.8 15.8 4.95   5.17   5.42   5.80   18.9 18.1 17.2 16.1

ED Consolidated Edison 30.2 Neutral $89 $90.88 3.3% 66% 332 4.36   4.61   4.79   4.94   20.8 19.7 19.0 18.4 4.35   4.58   4.76   4.90   20.9 19.9 19.1 18.6

EIX Edison International* 25.5 Suspended NA $71.31 NA NA 358 NA NA NA NA NA NA NA NA 4.69   4.54   4.70   - 15.2 15.7 15.2 -

ES Eversource Energy 26.5 Buy $88 $82.03 2.7% 60% 324 3.49   3.73   3.93   4.13   23.5 22.0 20.9 19.9 3.44   3.65   3.86   4.09   23.8 22.5 21.3 20.1

ETR Entergy 22.8 Buy $113 $114.50 3.3% 67% 199 5.30   5.63   5.97   6.34   21.6 20.3 19.2 18.1 5.28   5.57   5.93   6.29   21.7 20.6 19.3 18.2

EVRG Evergy 15.3 Buy $70 $64.78 3.2% 67% 235 2.93   3.14   3.32   3.52   22.1 20.6 19.5 18.4 2.89   3.16   3.31   3.47   22.4 20.5 19.5 18.7

FE FirstEnergy 25.1 Buy $49 $46.52 3.4% 63% 540 2.46   2.51   2.66   2.81   18.9 18.5 17.5 16.6 2.48   2.48   2.64   2.78   18.7 18.7 17.7 16.7

LNT Alliant Energy 12.5 Neutral $44 $52.56 2.9% 64% 238 2.27   2.37   2.50   2.69   23.2 22.2 21.0 19.5 2.26   2.43   2.54   2.66   23.3 21.7 20.7 19.7

PCG PG&E Corporation* 5.6 Suspended NA $10.56 0.0% 0% 529 NA NA NA NA NA NA NA NA 3.82   3.71   3.70   4.95   2.8 2.8 2.9 2.1

PNW Pinnacle West 10.6 Neutral $104 $94.31 3.4% 63% 112 4.78   5.04   5.28   5.63   19.7 18.7 17.9 16.8 4.77   5.03   5.30   5.58   19.8 18.7 17.8 16.9

POR Portland General Electric 5.1 Neutral $50 $56.98 2.8% 63% 89 2.40   2.56   2.73   2.77   23.7 22.3 20.9 20.6 2.40   2.56   2.72   2.81   23.7 22.2 20.9 20.3

PPL PPL Corporation 21.7 Neutral $34 $30.11 5.5% 66% 722 2.44   2.51   2.50   2.66   12.3 12.0 12.0 11.3 2.43   2.52   2.48   2.66   12.4 11.9 12.1 11.3

SO Southern Company 62.2 Neutral $56 $59.50 4.3% 81% 1045 3.05   3.15   3.31   3.46   19.5 18.9 18.0 17.2 3.03   3.15   3.27   3.47   19.6 18.9 18.2 17.1

WEC WEC Energy 30.1 Neutral $93 $95.33 2.6% 67% 315 3.52   3.73   3.98   4.26   27.1 25.6 24.0 22.4 3.53   3.75   3.99   4.26   27.0 25.4 23.9 22.4

*Average (Excl. PPL for P/E) 3.2% 67% 22.3 21.1 19.9 18.8 22.0 21.2 20.0 18.9

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NI NiSource 11.1 Buy $31 $29.67 2.7% 61% 373 1.32   1.37   1.47   1.58   22.5 21.7 20.2 18.8 1.31   1.39   1.48   1.59   22.7 21.4 20.1 18.7

NJR New Jersey Resources 4.1 Neutral $45 $46.08 2.6% 61% 90 1.97   2.17   2.36   2.54   23.4 21.2 19.5 18.1 1.96   2.14   2.39   2.54   23.5 21.5 19.3 18.1

NWN NW Natural Gas 2.2 Sell $56 $71.24 2.7% 79% 30 2.40   2.50   2.62   2.67   29.7 28.5 27.2 26.7 2.40   2.53   2.65   2.67   29.7 28.2 26.9 26.7

SJI South Jersey Industries 3.1 Buy $35 $33.12 3.5% 104% 92 1.12   1.60   1.74   1.90   29.6 20.7 19.0 17.4 1.10   1.56   1.73   1.88   30.1 21.2 19.1 17.7

SR Spire 4.4 Neutral $87 $85.74 2.8% 63% 51 3.78   4.01   4.17   4.45   22.7 21.4 20.6 19.3 3.75   3.90   4.09   4.37   22.8 22.0 21.0 19.6

Average     2.9% 74% 25.6 22.7 21.3 20.1 25.8 22.9 21.3 20.2

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

EXC Exelon 46.8 Buy $53 $48.12 3.0% 46% 972 3.13   3.05   3.02   3.08   15.4 15.8 15.9 15.6 3.14   3.10   2.99   3.20   15.3 15.5 16.1 15.0

PEG PSEG 30.8 Buy $64 $60.87 3.1% 59% 506 3.23   3.50   3.55   3.72   18.8 17.4 17.1 16.4 3.24   3.42   3.49   3.71   18.8 17.8 17.5 16.4

Average     3.0% 52% 17.1 16.6 16.5 16.0 17.1 16.7 16.8 15.7

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDACap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NRG NRG Energy 9.5 Buy $51 $37.60 0.3% 0% 253 1,975 1,890 1,843 1,799 7.5 7.5 7.4 7.6 1,946 1,915 1,805 1,799 7.4 7.5 8.0 NA

VST Vistra Energy 12.6 Buy $39 $25.68 1.9% 0% 492 3,367 3,315 3,379 3,481 7.0 7.0 6.7 6.3 3,322 3,286 3,061 3,481 6.7 6.3 6.7 NA

Average 7.2 7.2 7.0 6.9 7.1 6.9 7.4 NA

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CNP CenterPoint 14.1 Buy $32 $27.99 4.1% 69% 502 1.67   1.68   1.81   1.97   16.8 16.7 15.5 14.2 1.64   1.78   1.89   1.93   17.1 15.8 14.8 14.5

D Dominion 63.6 Buy $86 $77.43 4.7% 87% 822 4.24   4.44   4.68   4.92   18.3 17.4 16.5 15.7 4.18   4.39   4.63   4.89   18.5 17.6 16.7 15.8

DTE DTE Energy 23.8 Buy $140 $129.91 2.9% 60% 183 6.25   6.67   7.18   7.59   20.8 19.5 18.1 17.1 6.24   6.58   7.06   7.50   20.8 19.7 18.4 17.3

NEE NextEra 107.4 Buy $230 $219.81 2.2% 57% 489 8.55   9.26   9.99   10.65 25.7 23.7 22.0 20.6 8.40   9.09   9.84   10.48 26.2 24.2 22.3 21.0

OGE OGE Energy 8.6 Neutral $43 $43.00 3.5% 70% 200 2.14   2.30   2.41   2.51   20.1 18.7 17.8 17.1 2.12   2.29   2.41   2.49   20.2 18.8 17.9 17.3

SRE Sempra Energy 38.9 Buy $158 $141.83 2.8% 64% 275 6.08   7.21   7.65   7.92   23.3 19.7 18.5 17.9 6.02   6.99   7.79   7.86   23.6 20.3 18.2 18.0

Average     3.2% 68% 20.8 19.3 18.1 17.1 21.1 19.4 18.1 17.3

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AWK American Water Works 22.9 Neutral $105 $126.53 1.5% 54% 181 3.61   3.96   4.27   4.60   35.0 32.0 29.6 27.5 3.59   3.90   4.24   4.67   35.2 32.4 29.9 27.1

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDACap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CWEN Clearway Energy 3.8 Suspended NA $17.82 NA NA 183 NA NA NA NA NA NA NA NA 971    1,051 1,156 NA 9.4 8.7 7.8 -

NEP NextEra Energy Partners 2.9 Buy $56 $52.08 3.9% NA 56 1,276 1,383 1,532 1,660 9.5 9.1 9.0 0.0 1,162 1,328 1,537 1,503 10.4 9.5 8.9 9.1

(1)  Regulated utilities deliv er pow er to end-use customers v ia regulated transmission & distribution (T&D) infrastructure; v ertically  integrated utilities w ith regulated or mostly  contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as w ell as div ersified utilities w ith a business mix  largely  comprised of gas infrastructure and related activ ities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activ ities).

(3)  Integrated utilities ow n and operate regulated T&D franchises, as w ell as un-regulated pow er generation w ith commodity  ex posure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility ) pow er plants that compete to sell pow er in w holesale markets or through retail marketing businesses.

(5)  Mult-Industry  Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-pow er unregulated activ ities (i.e. midstream, renew able dev elopment, energy  trading, etc.).

Source:  Bloomberg, Guggenheim Securities, LLC estimates.
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Share Price Performance (Year-to-Date)

 

Year-to-Date Share Price Performance

Note: We are currently restricted on EIX and PCG
(1)  Regulated utilities deliv er pow er to end-use customers v ia regulated transmission & distribution (T&D) infrastructure; v ertically  integrated utilities w ith regulated or mostly  contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as w ell as div ersified utilities w ith a business mix  largely  comprised of gas infrastructure and related activ ities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activ ities).

(3)  Integrated utilities ow n and operate regulated T&D franchises, as w ell as un-regulated pow er generation w ith commodity  ex posure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility ) pow er plants that compete to sell pow er in w holesale markets or through retail marketing businesses.

(5)  Mult-Industry  Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-pow er unregulated activ ities (i.e. midstream, renew able dev elopment, energy  trading, etc.).

Source:  Bloomberg, Guggenheim Securities, LLC estimates.
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Guggenheim 2019 Non Deal Roadshow Schedule

MORE TO BE ADDED… 

 

 

 

Ticker Dates Regions  Ticker Dates Regions  

Commissioner 
Roundtable 

1/23 NYC PEG 6/24-6/26 Midwest  

FE 1/22-1/23 Boston/NYC AWK 7/9-7/10 Midwest  

D 2/25-2/26 Boston/NYC SRE 7/17-7/18 West Coast  

WEC 2/28-3/1 West Coast ES (Dinner) 8/12 NYC  

EXC 3/7-3/8 Dallas/Houston EVRG 8/20-8/21 Midwest  

PNW 3/11-3/13 Midwest NRG 9/10 Chicago  

ALE 4/2-4/4 West Coast ETR 9/11 Boston  

DTE 4/5 Boston ETR 9/12 KC/Minni  

ED 4/24 NYC  ETR 9/13 Chicago  

POR 4/29-4/30 West Coast  SJI 9/17 NYC/Boston  

VST 5/8-5/9 West Coast  SJI 9/18 NYC/Boston  

PPL 5/22-5/23 NYC 
 Texas Trip 

(CNP, ETR, NRG, 

SRE, VST) 

9/19-9/20 Dallas/Houston 
 

DTE 5/29-5/30 NYC  CNP 9/25 Boston  

LNT 6/4 Boston  ED 9/27 Boston  

DUK 6/6-6/7 Midwest  NEE 10/3-10/4 Midwest  

CWEN 6/13-6/14 Midwest  CMS 12/3-12/4 Texas  

SJI 6/19 NYC/NJ/CT      
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Key Events Calendar - September 2019

Power and Utilities: Coverage Calendar
Date Ticker Event / Proceeding Utility State Docket Description

9/2/2019 EIX Risk Assesment SCE CA I1811006  SCE files its Test Year 2021 GRC application with RAMP results, serves 

prepared testimony 9/3/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Reply Briefs 

9/4/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366   Staff and Intervenors file Rebuttal Testimony 

9/4/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Rebuttal testimony due (all parties) 

9/4/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evening public hearings 

9/5/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Initial briefs 

9/5/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session 

9/5/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evening public hearings 

9/6/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session 

9/9/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session Data Requests 

9/10/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  OCA & Intervenor Rebuttal to IPL (expedited discovery deadlines apply) 

9/10/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  IPL Reply Testimony to OCA and Intervenors 

9/10/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42315  Hearing  

9/10/2019 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002  IPL Reply Testimony  

9/10/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001  OCA & Intervenor Rebuttal 

9/11/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42315  Hearing  

9/11/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  Commission Order by at least 20 days before rates are effective. 

9/11/2019 D Electric Gas Rate Case Virginia Electric & Power Co. NC E-22, Sub 562  Rebuttal testimony of DENC 

9/11/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Commission Order 

9/12/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42315  Hearing  

9/12/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Initial Briefs 

9/12/2019 D Natural Gas Rate Case Questar Gas Company UT D-19-057-02  Phase IITechnical Conference 

9/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Reply briefs and proposed findings of fact, conclusions of law, and 

ordering paragraphs due 9/13/2019 D Electric Gas Rate Case Virginia Electric & Power Co. VA  C-PUR-2019-00088 (Rider S) Notice of Participation 

9/16/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  Joint Statement of Issues (includes list of witnesses common to electric 

and gas rate cases) 9/16/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  Pre-Hearing Briefs 

9/16/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Surrebuttal testimony due (all parties) 

9/16/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  CEA Revised Attachment A.i Filed 

9/16/2019 D Electric Gas Rate Case Virginia Electric & Power Co. NC E-22, Sub 562  Hearing and Cross Examination 

9/16/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  CEA Revised Attachment A.i 

9/16/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0002  Prehearing Briefs/Statement of Issues 

9/17/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec) Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Natural Gas Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Gas) Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec) Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Electric Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Elec)  Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Natural Gas Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Gas)  Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 D Electric Gas Rate Case Virginia Electric & Power Co. VA C-PUR-2019-00105 (Rider US-4) Notice of Participation 

9/18/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Party Comparison Chart due from Staff 

9/18/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evidentiary Hearing 

9/19/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evidentiary Hearing 

9/19/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  Staff/Intervenors' Response to Revised Attachment A.i 

9/19/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Rebuttal Testimony 

9/19/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Staff/Intervenors' Response  

9/20/2019 AEP G-RAC Appalachian Power Co. VA C-PUR-2019-00038 (G-RAC) Notice of Participation 

9/20/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session Data Responses 

9/20/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  Notice of Settlement (includes list of settled issues) 

9/20/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42314  Public Interest Advocacy Staff direct testimony 

9/20/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evidentiary Hearing 

9/20/2019 D Electric Gas Rate Case Virginia Electric & Power Co. NC E-22, Sub 562  Filling indicating points of disagreement with the Company’s filing 

9/20/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001  Notice of settlement 

9/23/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Rebuttal to IPL (expedited discovery deadlines apply) 

9/23/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Motions to Strike  

9/24/2019 AEP Electric Rate Case Southwestern Electric Power Co AR D-19-008-U  Surrebuttal Testimony (Staff/Intervenor)  

9/24/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366  Avista files Surrebuttal Testimony 

9/25/2019 D Electric Gas Rate Case Virginia Electric & Power Co. VA C-PUE-2019-00086 (Rider GV) Pre-filed Testimony 

9/26/2019 AEP Electric Rate Case Indiana Michigan Power Co. IN Ca-45235  Settlement Agreement and Testimony 

9/26/2019 ETR Natural Gas Rate Case System Energy Resources LA EL18-142-002  Rebuttal testimony by Staff to SER 

9/26/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Reply Briefs 

9/26/2019 PJM Markets and Reliability Comitee    -    -    -                                                                                                               -  

9/26/2019 NWN Gas Rate Case NW Natural WA D-UG-181053  Post hearing briefs due 

9/27/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Responses to Motions 

9/29/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Evidentiary 

9/30/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  Joint Statement of Issues (includes list of witnesses common to electric 

and gas rate cases) 9/30/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  Pre-Hearing Briefs 

9/30/2019 SO Electric Rate Case Georgia Power Co GA D-42516  Hearing : Applications to Intervene  

9/30/2019 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002  Prehearing Briefs/Statement of Issues 

Source: Company filings, Guggenheim Securities, LLC.
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Key Research

Guggenheim's Forward Commodity Curves

• Forward Commodity Curves for Power & Utility Modeling

Key Industry Research
1. PJM: Not So Fast - FERC Puts the Brakes on August Auction

2. Utility and IPP 2Q19 Model Sweep

3. ERCOT: Guggenheim Texas Power Market Luncheon Recap
4. Illinois Policy: In the Land of Lincoln, Uncertainty Reigns

5. Policy Speaker Series Recap on Energy and Capacity: Perpetual State of Reforms Same as It Ever Was
6. Open Dialogue with MO, WA Commissioners - Walking Away Incrementally Positive on Both Jurisdictions
7. Major Change at CPUC Cometh? Follow Up on Potential CPUC Movements, Governor's Chance to Reset CPUC Agenda
8. 2019 Utility Outlook: We Didn’t Hear A Bell… “Nothing's Over 'Til It's Over;” One More Round for Utilities
9. California Wildfire Wrap – You Can Check Out, but You Can Never Leave
10. Guggenheim's 2018 EEI Summary
11. Guggenheim EEI Takeaways - Day 3
12. Guggenheim EEI Takeaways - Day 2
13. Guggenheim EEI Takeaways - Day 1
14. Guggenheim EEI - Investor Question Bank
15. PJM: No Country for Common Ground; Reply Briefs Land at FERC
16. PJM: You May Ask Yourself, Well How Did I Get Here? Back to the Commission for the Main Show
17. Coal/Nuclear: Will Politics “Trump” Reality
18. CA Policy Crash Course: Don’t Hold Your Breath For a Wildfire Resolution….
19. February Meter Reading - Yield “Almost” Catching Up with Utility Valuations; Lowering Our PTs and Looking Beyond Bond

Surrogates
20. PJM Capacity Auction: Introducing Prelim-2021/22 Pricing Forecasts – Well…It’s Not Getting Much Worse, Projected Pricing Mixed

Key Company Research
1. DUK - SB 559 Moves Along, Pushing Out a Decision on Alternative Ratemaking to March ‘20
2. VST: Vistra Lassos Ambit Energy
3. ES: Very Constructive Dinner Among Friends Despite “Some” Being New England Sports Fans
4. SRE NDR: Step Up Growth Investors; Utility-Like Risk With Outsized Returns - How Do We Get There?
5. AWK NDR: No Water Shortages Here; Growth Not Drying Up Anytime Soon
6. NJR: Upgrade to NEUTRAL (from SELL) as Laggard Performance Balances OK with Fundamental Outlook
7. PEG NDR: NJ Clean Energy Agenda and Dipping the Toes in the Jersey Shore
8. SJI NDR: Tale from the Road - In the Market for a Value Play w/Solid Growth Prospects? … Look No Further
9. PPL - A Quandary Unlike Any Other
10. NEE/NEP: High End Is the New Low End, When You Think the Runway Ends, “They’re Just Getting Started”; Raising PT
11. SJI: Revising to BUY - Back In Jersey’s Hands & Steering The Ship Into Calmer (Mostly Regulated) Waters
12. LNT: For a Good Night’s Sleep, Take Alliant
13. NRG: More Down‘Stream’ Retail Expansion
14. VST NDR - What’s with All the Fuss… We Would Be Aggressive Buyers Here
15. ED NDR: Ripe in the Big Apple… - Solid Utility? Yes… But Undervalued? That’s Debatable
16. D: Guggenheim Policy Speaker, Atlantic Coast Pipeline Discussion | The Project Will Be Built
17. ALE NDR: TA-CO-NITE! Winds of Change Are Blowing in the Right Direction…
18. DTE – On the Road with Mgmt. – 80/20 Rule Need Not Apply; Solid Strategy, Supported by Good People
19. CMS – MPSC Telegraphing Constructive Regulatory Signals in CMS Gas Rate Case – Solid Footing
20. SRE: Simplicity is the Ultimate Sophistication…
21. VST: Another Day, Another Illinois Policy Proposal
22. D: Msg Delivered on Time/on Budget; Inline Analyst Day Cements Solid Base to Work Off Of--Execution/Patience is Key
23. VST: Clearing the Air in Illinois: MPS Resolution Draws Closer
24. PNW NDR: It's Just Another Political Cycle – Agendas More Aligned: Relationships Will Be Re-“Stored”
25. D: Guggenheim Policy Speaker, Millstone Discussion | Connecticut Un-Quarked: They Will Likely Get It Done, We Are Holding

Our Breath
26. EXC NDR: State Rescue Cometh - Deeper Dive
27. WEC NDR: Putting the WEC in WECC; Western NDR Highlights a Premium Utility with Valuation Concerns on Back Burner
28. D: NDR – Coming Out Party Well Received - March Madness Continues
29. PEG 4Q Preview and Mini Drill-Down - Looking Good from All Angles
30. VST: Bulking Up the Integrated Model with Some Eastern Retail: VST Acquires Crius Energy
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31. FE NDR: Time Is the Furthest Distance Between Two Points…
32. POR: Bringing Portland to the Heartland: Capex, Policy, and RFPs Dominate Our NDR
33. D/SCG: Global Settlement Reached; Upgrading SCG to BUY On Improved Merger Outlook
34. SRE: Another Day, Another Dollar: Buying Low; Selling High
35. NRG: The Texas Two Step - Front Seat for a Sizable Buyback Show? Past the Debut; We’re Now Here for the Climax
36. NEE – Mgmt. Roadshow: Rising Interest Rates? No Problem. Raising Valuation? Why Not…
37. Michigan Bus Tour: Motoring from Jackson to Detroit in Style
38. NYLD Mgmt. Call – Conservative Growth Guidance, Managing Expectations; Should Over-Deliver - Visibility Will Be Key
39. “Summer Nights” Means New Summer Flings – Tell Me About It; Upgrading, Downgrading and Making an M&A Call
40. SR Mgmt. Roadshow – Pathway for LT Growth Now More Visible; M&A? No Longer in Acquisition Mode
41. DUK Mgmt. Roadshow – Growth Concerns? Nothing to See Here, But Some Value Left on the Sidelines
42. CMS Mgmt. Roadshow – Consistent Showing: Another Day, Another Dollar; A Key Name We Are Watching
43. SRE – Follow-up Mgmt. Meeting - Crystal Clear Upside and “Active” Optimization Plan…Eventually: the Re-rating Will Come
44. SRE – Analyst Day - It’s the Simple Things in Life: One Way or Another, Actively Seeing a Re-Rating Story
45. PEG - Mgmt. NDR: Jersey Strong through the Midwest
46. D/SCG – Testing Dominion’s Patience? May Stick This Out…For Now... but Policy-Makers Playing a Dangerous Game
47. LNT - Mgmt. Roadshow: In Messy Times Everyone Appreciates a “Clean Story”….
48. ETR – No Introduction Needed: Analyst Day Highlights Above Avg., Undervalued, Regulated Growth Story w/ Upside
49. SRE – “Active” Analyst Day Preview: Keys to Unlocking Value Within Reach?
50. OGE/AEP – Okie Dokie in Oklahoma? Depends Which Way the Wind Blows
51. EVRG – Click, Click, There’s No Place Like Home: Top-tier Growth w/ Buybacks & Solid Risk-Adjusted Upside vs Peers
52. VST - Inline Analyst Day Comes with Buybacks, NT Deleveraging - Remains a Step Function, Catalyst Driven Story
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 210 54.83% 35 16.67%

NEUTRAL 164 42.82% 6 3.66%

SELL 9 2.35% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers
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on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.
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Guggenheim Securities Equity Research Team

Exploration & Production
Subash Chandra, CFA 212.918.8771 Subash.Chandra@guggenheimpartners.com

Power, Utilities & Alternative Energy
Shahriar Pourreza, CFA 212.518.5862 Shahriar.Pourreza@guggenheimpartners.com

Healthcare

Animal Health, Life Science Tools and Omics
David Westenberg, CFA 617.859.4624 David.Westenberg@guggenheimpartners.com 

Biotechnology
Whitney Ijem 212.518.9778 Whitney.Ijem@guggenheimpartners.com 
Michael Schmidt, Ph.D. 617.859.4636 Michael.Schmidt@guggenheimpartners.com 
Yatin Suneja 212.518.9565 Yatin.Suneja@guggenheimpartners.com 

Global Pharmaceuticals
Seamus Fernandez 617.859.4637 Seamus.Fernandez@guggenheimpartners.com 

Healthcare Technology & Distribution
Glen Santangelo 212.518.9294 Glen.Santangelo@guggenheimpartners.com
Vikram Kesavabhotla 212.518.9271 Vikram.Kesavabhotla@guggenheimpartners.com

Medical Supplies & Devices
Chris Pasquale 212.518.9420 Chris.Pasquale@guggenheimpartners.com

Consumer

Communications Infrastructure
Robert Gutman 212.518.9148 Robert.Gutman@guggenheimpartners.com

Digital Services 
Jake Fuller 212.518.9013 Jake.Fuller@guggenheimpartners.com

Financial Technology
Jeff Cantwell, CFA 212.823.6543 Jeffrey.Cantwell@guggenheimpartners.com

Entertainment & Digital Media
Michael Morris, CFA 804.253.8025 Michael.Morris@guggenheimpartners.com
Curry Baker 804.253.8029 Curry.Baker@guggenheimpartners.com

Software
Nandan Amladi 212.823.6597 Nandan.Amladi@guggenheimpartners.com
Imtiaz Koujalgi 212 518 9398 Imtiaz.Koujalgi@guggenheimpartners.com
Ken Wong, CFA 415.852.6465 Ken.Wong@guggenheimpartners.com

Telecom, Cable & Satellite Services
Mike McCormack, CFA 212.518.9774 Mike.McCormack@guggenheimpartners.com

Sales and Trading Offices
New York 212.292.4700 San Francisco 415.852.6451
Boston 617.859.4626 Chicago 312.357.0778

Automotive Retail
Ali Faghri 310.319.2562 Ali.Faghri@guggenheimpartners.com

Beverages & Food Producers
Laurent Grandet 212.372.6368 Laurent.Grandet@guggenheimpartners.com

Food Retailers; Consumables Retail/Distribution
John Heinbockel 212.381.4135 John.Heinbockel@guggenheimpartners.com

Hardlines Retail
Steven Forbes, CFA 212.381.4188 Steven.Forbes@guggenheimpartners.com

Restaurants
Matthew DiFrisco 212.823.6599 Matthew.DiFrisco@guggenheimpartners.com

Retailing/Department Stores and Specialty Softlines
Robert Drbul 212.823.6558 Robert.Drbul@guggenheimpartners.com

Technology, Media & Telecom

Energy & Power
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Key Data  __________________________________ 

 
GS Forecast  ________________________________ 

 
GS Factor Profile  ____________________________ 

 
Source: Company data, Goldman Sachs Research estimates. 

See disclosures for details.

Market	cap:	$46.6bn

Enterprise	value:	$85.1bn

3m	ADTV:	$269.0mn

United	States

America-Diversified	Utilities

M&A	Rank:	3

12/18 12/19E 12/20E 12/21E

Revenue	($	mn) 35,986.0 30,685.2 26,602.3 26,923.8

EBITDA	($	mn) 8,193.0 8,702.6 9,052.2 9,216.1

EBIT	($	mn) 3,841.0 4,635.5 5,212.0 5,255.1

EPS	($) 3.12 3.16 3.16 3.19

P/E	(X) 13.3 15.2 15.2 15.0

EV/EBITDA	(X) 9.5 9.8 9.5 9.3

FCF	yield	(%) 2.6 0.5 2.1 3.5

Dividend	yield	(%) 3.3 3.0 3.2 3.3

Net	debt/EBITDA	(X) 4.3 4.2 4.0 3.9

6/19 9/19E 12/19E 3/20E

EPS	($) 0.60 1.03 0.66 1.04

EXC	relative	to	Americas	Coverage

EXC	relative	to	Americas	Utilities

Growth

Financial	Returns

Multiple

Integrated

Percentile 20th 40th 60th 80th 100th

 

PM Summary 
We reiterate our Buy rating on EXC — current valuation implies 

either (1) a significant discount on the regulated segments, or 

(2) an FCF yield on the merchant business of 26% (2021). We 
see 18% total return upside to our $55/share 12-month target price, 
which includes a 3% dividend yield. While we do not see a massive 
catalyst ahead for a re-rating, we see EXC’s shares grinding higher 
to close the valuation gap — unless incremental cost management 
announcements occur in the coming months. We note the current 
share price implies, assuming a group (Regulated Utilities) PE 
multiple of 18.5x applied to EXC’s regulated businesses, a 2021 FCF 
yield of 26% on the merchant power segment (ExGen), well above 
IPP peers at ~15% despite superior credit metrics at ExGen — 
implying a ~6.5x EV/EBITDA multiple on 2021 EBITDA. Alternatively, 
if we apply an 8x EV multiple to ExGen — near levels of pure play 
IPPs, the sum of the parts would then improperly, in our view, value 
the regulated utility businesses (and the parent segment) at just 
~14x 2021 earnings power, a ~23% discount to where large cap 
Regulated Utilities trade. We note EXC’s regulated businesses and 
parent should deliver 5% adjusted/ongoing EPS growth from 
2019-2021 — relatively inline with pure play peers.  

Our new bottom-up O&M analysis at ExGen implies as much as 

$1bn in cost management potential relative to 2019 guidance — 

with every $100m in lower ExGen costs adding $0.08 in EPS. 

While not proposed yet by the company, our analysis suggests that 
incremental material cost management efforts would imply further 
upside. We evaluated a range of O&M (primarily fixed) costs for 
ExGen’s large nuclear fleet, as well as the decommissioning 
expense embedded in O&M and the relatively small O&M on the 
coal, gas and renewable assets — to back into implied Retail and 

EXC 12m	Price	Target:	$55.00 Price:	$47.92 Upside:	14.8%

Exelon Corp. (EXC) 

Sum of the parts stays compelling, with further cost management upside 
potential remaining

4 September 2019 | 4:17PM EDT

 

Goldman Sachs does and seeks to do business with companies covered in its research reports. As a result, 
investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this 
report. Investors should consider this report as only a single factor in making their investment decision. For Reg AC 
certification and other important disclosures, see the Disclosure Appendix, or go to 
www.gs.com/research/hedge.html. Analysts employed by non-US affiliates are not registered/qualified as research 
analysts with FINRA in the U.S. 

Michael Lapides 
+1(212)357-6307 | michael.lapides@gs.com 
Goldman Sachs & Co. LLC 

Insoo Kim, CFA 
+1(212)902-0459 | insoo.kim@gs.com 
Goldman Sachs & Co. LLC 

David Fishman, CFA 
+1(917)343-9030 | david.fishman@gs.com 
Goldman Sachs & Co. LLC 

Jack Pearl 
+1(212)357-4977 | jack.pearl@gs.com 
Goldman Sachs & Co. LLC 
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Ratios & Valuation  _______________________________________ 

 
Growth & Margins (%)  ____________________________________ 

 
Price Performance  _______________________________________ 

 

 
Source: FactSet. Price as of 3 Sep 2019 close. 

Income Statement ($ mn)  __________________________________ 

 

12/18 12/19E 12/20E 12/21E

P/E	(X) 13.3 15.2 15.2 15.0

EV/EBITDA	(X) 9.5 9.8 9.5 9.3

EV/sales	(X) 2.2 2.8 3.2 3.2

FCF	yield	(%) 2.6 0.5 2.1 3.5

EV/DACF	(X) 7.2 8.4 8.4 8.3

CROCI	(%) 10.0 9.0 8.5 8.1

ROE	(%) 6.6 9.6 9.2 8.9

Net	debt/EBITDA	(X) 4.3 4.2 4.0 3.9

Net	debt/equity	(%) 106.4 103.4 99.4 94.4

Interest	cover	(X) 2.5 2.9 3.4 3.5

Inventory	days 36.5 53.3 85.1 84.3

Receivable	days 57.8 65.4 70.4 69.6

Days	payable	outstanding 80.3 111.9 165.6 164.0

12/18 12/19E 12/20E 12/21E

Total	revenue	growth 7.3 (14.7) (13.3) 1.2

EBITDA	growth 7.3 6.2 4.0 1.8

EPS	growth 19.9 1.1 0.0 1.1

DPS	growth 5.3 5.0 5.0 5.0

Gross	margin 53.7 62.5 73.1 73.2

EBIT	margin 10.7 15.1 19.6 19.5

EXC	($) S&P	500

Oct-18 Jan-19 Apr-19 Jul-19
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Absolute (1.2)% (1.3)% 9.6%

Rel.	to	the	S&P	500 (6.7)% (4.8)% 9.5%

12/18 12/19E 12/20E 12/21E

Total	revenue 35,986.0 30,685.2 26,602.3 26,923.8

Cost	of	goods	sold (16,670.0) (11,497.4) (7,158.8) (7,227.3)

SG&A (9,339.0) (8,706.6) (8,588.6) (8,652.2)

R&D 0.0 0.0 0.0 0.0

Other	operating	inc./(exp.) (1,784.0) (1,778.6) (1,802.7) (1,828.3)

EBITDA 8,193.0 8,702.6 9,052.2 9,216.1

Depreciation	&	amortization (4,352.0) (4,067.1) (3,840.2) (3,961.0)

EBIT 3,841.0 4,635.5 5,212.0 5,255.1

Net	interest	inc./(exp.) (1,553.0) (1,583.4) (1,526.7) (1,502.5)

Income/(loss)	from	associates (28.0) (12.0) -- --

Pre-tax	profit 2,203.0 4,019.1 3,993.0 4,061.2

Provision	for	taxes (120.0) (831.4) (818.0) (867.6)

Minority	interest (74.0) (152.2) (95.8) (76.8)

Preferred	dividends 0.0 0.0 -- --

Net	inc.	(pre-exceptionals) 2,009.0 3,035.5 3,079.1 3,116.8

Net	inc.	(post-exceptionals) 3,026.0 3,073.5 3,079.1 3,116.8

EPS	(basic,	pre-except)	($) 2.08 3.12 3.16 3.20

EPS	(diluted,	pre-except)	($) 2.07 3.12 3.16 3.19

EPS	(ex-ESO	exp.,	dil.)	($) -- -- -- --

DPS	($) 1.38 1.45 1.52 1.60

Div.	payout	ratio	(%) 66.5 46.4 48.1 49.9

Wtd	avg	shares	out.	(basic)	(mn) 967.8 971.9 973.1 974.2

Wtd	avg	shares	out.	(diluted)	(mn) 969.5 973.6 975.1 976.2
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Balance Sheet ($ mn)  _____________________________________ 

 
Cash Flow ($ mn)  ________________________________________ 

 
Source: Company data, Goldman Sachs Research estimates.

12/18 12/19E 12/20E 12/21E

Cash	&	cash	equivalents 1,349.0 445.6 320.7 129.3

Accounts	receivable 5,863.0 5,133.0 5,133.0 5,133.0

Inventory 1,685.0 1,670.0 1,670.0 1,670.0

Other	current	assets 4,463.0 4,117.0 4,117.0 4,117.0

Total	current	assets 13,360.0 11,365.6 11,240.7 11,049.3

Net	PP&E 76,707.0 79,596.8 83,297.5 86,437.9

Net	intangibles 6,677.0 6,677.0 6,677.0 6,677.0

Total	investments 625.0 618.0 618.0 618.0

Other	long-term	assets 22,297.0 23,995.0 22,773.0 21,551.0

Total	assets 119,666.0 122,252.4 124,606.2 126,333.1

Accounts	payable 3,800.0 3,248.0 3,248.0 3,248.0

Short-term	debt 2,063.0 4,835.0 4,835.0 4,835.0

Current	lease	liabilities -- -- -- --

Other	current	liabilities 5,541.0 4,851.0 4,851.0 4,851.0

Total	current	liabilities 11,404.0 12,934.0 12,934.0 12,934.0

Long-term	debt 34,465.0 31,739.0 31,944.0 31,534.0

Non-current	lease	liabilities -- -- -- --

Other	long-term	liabilities 40,727.0 42,625.6 43,031.9 43,483.4

Total	long-term	liabilities 75,192.0 74,364.6 74,975.9 75,017.4

Total	liabilities 86,596.0 87,298.6 87,909.9 87,951.4

Preferred	shares 0.0 0.0 -- --

Total	common	equity 30,764.0 32,511.6 34,158.3 35,766.9

Minority	interest 2,306.0 2,442.2 2,538.0 2,614.9

Total	liabilities	&	equity 119,666.0 122,252.4 124,606.2 126,333.1

BVPS	($) 31.72 33.43 35.08 36.70

12/18 12/19E 12/20E 12/21E

Net	income 2,084.0 3,187.7 3,175.0 3,193.7

D&A	add-back 5,971.0 5,614.2 5,363.3 5,498.7

Minority	interest	add-back 0.0 -- -- --

Net	(inc)/dec	working	capital (637.0) (1,369.0) -- --

Others 1,226.0 58.6 410.2 455.5

Cash	flow	from	operations 8,644.0 7,491.5 8,948.5 9,147.9

Capital	expenditures (7,594.0) (7,266.0) (7,950.0) (7,525.0)

Acquisitions (154.0) -- -- --

Divestitures 91.0 14.0 -- --

Others (177.0) 151.0 104.0 104.0

Cash	flow	from	investing (7,834.0) (7,101.0) (7,846.0) (7,421.0)

Dividends	paid (1,332.0) (1,408.9) (1,480.5) (1,556.2)

Share	issuance/(repurchase) -- -- -- --

Inc/(dec)	in	debt 1,116.0 61.0 205.0 (410.0)

Others (433.9) 54.0 48.0 48.0

Cash	flow	from	financing (649.9) (1,293.9) (1,227.5) (1,918.2)

Total	cash	flow 160.1 (903.4) (125.0) (191.4)

Free	cash	flow 1,050.0 225.5 998.5 1,622.9

Free	cash	flow	per	share	($) 1.08 0.23 1.03 1.67

Exelon Corp. (EXC) 
Rating since Jun 6, 2019
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corporate O&M at ExGen. Using comparisons from other IPPs that own large Retail 
segments implies potential for ExGen to manage 2019 guidance O&M down further by 
~$250mn on the low end up to almost $1bn on the high end. We note our forecasts 
already assume some of this O&M management — we estimate O&M at ExGen 
declines by almost $200mn or 4% from 2019 forecast levels. 

ExGen’s implied valuation remains cheap relative to IPP peers 
  

EXC’s valuation screens attractively following recent underperformance vs. the 

XLU; the stock underperformed by ~(9%) in the last 3-months. Several factors likely 
drove this, including (1) a decline in power market forward pricing in a handful of key 
markets that would impact unhedged revenue at ExGen, (2) concerns over the efforts in 
Illinois to get new nuclear subsidies (Zero Emissions Credits or ZECs) not currently in 
our forecast, and (3) expectations for a weak PJM capacity market auction. We note the 
auction delay could positively impact the PJM capacity auction if new rules prove 
favorable and that the ZECs on additional nuclear plants (1) do not appear priced in here 
and (2) would prove incremental to our current estimates. 

We highlight that applying the current utility group multiple of ~18.5x 2021E EPS 

to EXC’s regulated + parent EPS implies ExGen trades at a compelling 26% FCF 

yield on 2021 estimates. We note our SOTP implies a target FCF yield for ExGen of 
~15%, well below the market implied yield of 26% and largely in line with IPP peers at 
~16%. While we acknowledge the market may value ExGen properly, this would imply 
EXC’s utilities trade at a significant discount to regulated utility peers. Using the IPP 
average 2021E EV/EBITDA of 8x on ExGen estimates implies the utility trades at a 
~23% discount to peers (14.2x vs. peers at ~18.5x) which we view as unwarranted. 

Lower power prices in 2020-2021 — even to levels below what we include in 

estimates — would potentially weigh on estimates. Using current forwards implies 
~9%/13% downside to our 2021 EBITDA/EPS estimates for ExGen and roughly 4% 
downside to consolidated EPS, with more minor impacts in 2020 given higher hedged 
percentages. However, we see this as largely priced in. Assuming the same 18.5x group 
multiple on EXC’s utilities and parent — but using current forwards rather than our 
power price forecast — implies ExGen trades at a 23% FCF yield, remaining highly 
undervalued particularly in comparison to IPP peers.  

We continue to highlight that EXC is likely to benefit from Zero Emission Credits 

(ZECs) at ExGen, receiving ~$600mn of ZECs in our 2021E (~25% of segment 

EBITDA). After taxes, this implies ~$0.48 of EPS related to ZECs in our 2021E EPS or 
~15% of consolidated EXC EPS. By state, roughly 40% of ZECs come from IL, almost 
50% from NY, and just over 10% from NJ. Some investors have expressed concern 
about valuing ZECs — we do not see these states removing these nuclear subsidies in 
the coming years given strong political support to keep these zero emitting assets online 
— and note, as publicly disclosed by EXC prior to implementation of the existing ZECs, 
EXC would likely retire plants if the ZECs did not exist, which would (1) tighten regional 
power markets and (2) drive significantly lower O&M for ExGen.  

4 September 2019   3

Goldman Sachs Exelon Corp. (EXC)

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:29 PM. 101

Attachment SDR-ROR-10(c)
101 of 587

https://research.gs.com/content/research/en/reports/2019/07/17/8e2ebef3-a322-4426-bab0-15e108f3943c.html
https://research.gs.com/content/research/en/reports/2019/07/25/fab47afd-e5d4-493f-a44b-c3644b99bd07.html


 

 

 

Exhibit 1: EXC meaningfully underperformed the XLU over the last 
several months... 
EXC and XLU price performance LTM 

 

Exhibit 2: ...partly on declining power prices in key markets, as 
well as increased uncertainty given the subpoena in Illinois 
EXC relative performance vs. XLU and NiHub 2021 ATC forward power 
price relative performance 
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Source: Goldman Sachs Global Investment Research

  

Source: Goldman Sachs Global Investment Research, FactSet, Bloomberg

 

Exhibit 3: We view recent underperformance as overdone, 
particularly as applying a group multiple to EXC’s utilities+parent 
EPS implies ExGen trades at a large FCF yield discount to IPP 
peers... 
ExGen implied value and FCF yield 

 

Exhibit 4: ...despite reaching leverage levels well below IPP 
targets... 
ExGen net debt/EBITDA 

Utilities & parent 2021E EPS $2.13
Utilities 2021 P/E multiple 18.5x
Implied equity value/share $39
Share count (mn) 972
Implied equity value ($mn) $38,348

EXC market cap ($mn) $46,578
Less utilities & parent implied equity value ($mn) ($38,348)
ExGen implied equity value ($mn) $8,230
ExGen implied equity value/share $8

ExGen 2021 FCF ($mn) $2,113
ExGen implied 2021 FCF yield 26%
IPP average 2021 FCF yield 15%

ExGen Implied Valuation
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Source: Goldman Sachs Global Investment Research, FactSet

  

Source: Goldman Sachs Global Investment Research, Company reports
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Exhibit 5: ...and maintaining higher credit ratings 
Credit ratings 

 

Exhibit 6: Using IPP average EV/EBITDA multiples on ExGen 
implies EXC’s utilities & parent trade at just a 14.2x P/E multiple on 
2021E EPS, an unwarranted discount vs. peers at 18.5x 
EXC utilities implied value and 2021E P/E 

S&P Moody’s

NRG BB Ba2

VST BB Ba2

ExGen BBB+ Baa2

ExGen 2021 EBITDA ($mn) $2,587
IPP 2021 average EV/EBITDA 8.0x
Implied EV ($mn) $20,696
Less ExGen 2021E net debt ($mn) ($3,762)
Implied equity value ($mn) $16,934

EXC market cap ($mn) $46,578
Less ExGen implied equity value ($mn) ($16,934)
Utilities & Parent implied equity value ($mn) $29,644
Utilities & Parent 2021E Net Income $2,084
Implied 2021 P/E 14.2x
Regulated Utility Average 18.5x

EXC Utilities & Parent Implied Value
ExGen Equity Value

Utilities & Parent Equity Value

  

Source: FactSet

  

Source: Goldman Sachs Global Investment Research, FactSet

 

Exhibit 7: We highlight expectations for power prices to decline off 
of relative peaks in 2019... 
Annual around the clock power prices ($/MWh) 

 

Exhibit 8: ...largely in line with our forecasts, driving lower 
non-regulated earnings power through 2021... 
EPS by type 
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Source: Goldman Sachs Global Investment Research, Bloomberg

  

Source: Company data, Goldman Sachs Global Investment Research
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A bottom-up O&M analysis implies potential for meaningful cost-cutting 
  

We see opportunity for — in upside cases — nearly $1bn of cost-cutting relative to 

2019 guidance at ExGen based on a bottom-up estimate of O&M by type for the 

segment. The $1bn cost-cutting potential our analysis implies would mean 30% upside 
to our 2021E ExGen EBITDA or 20% upside to our 2021E consolidated EPS for EXC as 
we already incorporate ~$200mn of cost management in estimates relative to 2019. To 
arrive at $1bn of potential cost-savings we (1) assume retail costs per customer at 
ExGen similar to NRG and VST’s implied retail costs per customer, (2) assume EXC 
achieves fixed nuclear operating costs similar to peers that have successfully decreased 
nuclear O&M, (3) estimate decommissioning/ARO accretion O&M based on ExGen 

 

Exhibit 9: ...although we note our 2020/2021 power price forecasts 
remain above the forward curve in EXC’s key markets 
Annual around the clock power prices ($/MWh), GS vs. Bloomberg 
forwards 

 

Exhibit 10: Using the forward curve implies ~$185mn of EBITDA 
downside to our 2021E and a 4% headwind to our 2021E EPS... 
ExGen base case/forward curve EBITDA ($mn), % EPS downside from 
forward power prices 
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Source: Goldman Sachs Global Investment Research, Bloomberg

  

Source: Goldman Sachs Global Investment Research

 

Exhibit 11: ...but even on lower estimates ExGen’s FCF yield of 23% 
remains attractive vs. IPP peers 
ExGen implied value and FCF yield using forward power prices 

 

Exhibit 12: We highlight nearly $600mn of ZEC revenues per year 
through 2021, making up roughly 15% of consolidated EPS per year 
ZEC revenue by state ($mn) and total ZEC EPS impact 

Utilities & parent 2021E EPS $2.13
Utilities 2021 P/E multiple 18.5x
Implied equity value/share $39
Share count (mn) 972
Implied equity value ($mn) $38,348

ExGen Equity Value
EXC market cap ($mn) $46,578
Less utilities & parent implied equity value ($mn) ($38,348)
ExGen implied equity value ($mn) $8,230
ExGen implied equity value/share $8

ExGen FCF Yield vs IPP Peers
ExGen 2021 FCF on forwards ($mn) $1,896
ExGen implied 2021 FCF yield 23%
IPP average 2021 FCF yield 15%
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guidance and historical ARO accretion expense growth, and (4) use industry average 
operating cost assumptions for EXC’s non-nuclear fleet — a relatively minor component 
of O&M at the segment in our view. We note our analysis uses GAAP O&M, consistent 
with how we model EXC. 

Our bottom-up O&M analysis implies potential O&M for ExGen of ~$4bn vs. 2019 

GAAP guidance of $4.95bn. We derive our potential O&M estimate based on a 

handful of generation related cost buckets... 

Nuclear operating costs, ~$2.6bn. We assume fixed operating costs of n

$110/kw-year for ExGen, based largely on estimated O&M at Susquehanna which 
achieved meaningful cost reductions over the last several years. We believe EXC’s 
nuclear scale/expertise makes a similar cost profile achievable; however, we also 
highlight implied retail/other O&M assuming $150/kw-yr of fixed costs for illustrative 
purposes. We assume no variable operating expenses for EXC’s nuclear plants. 

Non-nuclear generation costs, $320mn. We use fairly standard fixed and variable n

cost assumptions for ExGen’s non-nuclear generation costs including (1) fixed fossil 
O&M of $15/kw-yr and variable fossil O&M of $1.50/MWh, (2) fixed wind O&M of 
$31/kw-yr, (3) fixed solar O&M of $17/kw-yr, and (4) fixed hydro O&M of $50/kw-yr. 
We note EXC’s non-nuclear generation costs make up a small component of total 
O&M in our estimate (~8%), and we see a relatively narrow range around our 
assumption. 

Nuclear non-operating costs, ~$650mn. Nuclear non-operating costs for ExGen n

primarily reflect ARO accretion expense and to a lesser extent decommissioning 
expenses. We assume $500mn of ARO accretion expense given ExGen’s ARO 
accretion expense has historically grown near 5% YoY and 2018 ARO accretion of 
~$480mn. We then include an incremental $75mn for other decommissioning 
related expenses based on previous disclosure for ~$50mn of earnings neutral 
decommissioning O&M at ExGen grossed up for the component of ExGen’s nuclear 
capacity not receiving full recovery of decommissioning expense. 

...the sum of our bottom-up generation cost analysis implies ~$1.4bn of 

retail/other O&M in ExGen’s cost guidance vs. our bottom-up estimate of just 

~$450mn in retail costs. We derive our bottom-up retail cost estimate using the peer 
average SG&A cost per customer implied in NRG and VST’s disclosures of just over 
$160mn and ExGen’s 1.8mn retail customers. We then include the average peer retail 
O&M cost, which we view as less connected to customer count. While SG&A/customer 
appears very similar for NRG and VST we note limited disclosure exists and a fairly wide 
range of other operating costs between the two. We see meaningful upside/downside 
risk to our retail cost estimate as a result. 

Assuming EXC achieves peer-leading nuclear operating costs and relatively 

average cost profiles for the remaining cost buckets, we see roughly $1bn of 

potential savings vs. ExGen’s 2019 O&M guidance. Managing costs at ExGen to the 
~$4bn level our analysis implies would create ~30% upside to our 2021E ExGen 
EBITDA and 20% upside to our 2021E EXC EPS — all else equal (we note our 2021E 
EPS/EBITDA already incorporates ~$200mn of O&M management relative to 2019E). 
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However, we note given relatively limited retail disclosure a range of cost possibilities 
exist, but believe the skew remains toward significant cost-savings potential. 

We remain Buy rated on EXC with a $55, 12-month target price derived using a 
sum-of-the-parts analysis. Key risks for EXC include power prices, regulation, cost 
management, and nuclear subsidies. 

 

 

 

Exhibit 13: We highlight ~$800mn-$1.7bn of non-nuclear O&M at 
ExGen based on 2019 guidance and our estimated nuclear 
operating/other O&M... 
Nuclear O&M and decommissioning expense ($mn) and implied 
non-nuclear O&M in ExGen guidance 

 

Exhibit 14: ...and using ExGen 2019 O&M guidance, our nuclear cost 
estimate, and other generation cost estimates, we see 
$430mn-~$1.5bn of implied retail/other O&M at ExGen 
ExGen O&M guidance walk ($mn), high and low generation cost 
scenarios 
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*Non-operating nuclear O&M primarily reflects decommissioning costs and ARO accretion 
expense 

 

Source: Goldman Sachs Global Investment Research

 

*Non-operating nuclear O&M primarily reflects decommissioning costs and ARO accretion 
expense 

 

Source: Goldman Sachs Global Investment Research, Company data

 

Exhibit 15: Using our NRG estimates and VST disclosures we see 
average retail SG&A costs of just over $160/customer, 
incorporating average retail O&M implies total retail costs of 
~$450mn for ExGen... 
Peer average retail O&M and SG&A/customer ($mn) 

 

Exhibit 16: ...and building up to an estimated target O&M for ExGen 
implies roughly $1bn of savings potential vs. ExGen’s 2019 O&M 
guidance 
Estimated potential O&M build-up vs. guidance O&M ($mn) 

NRG (2019E)
NRG Retail O&M 
NRG Retail SG&A 
NRG Retail Customers (mn)
Implied SG&A/Customer
VST (2018A)
VST Retail O&M 
VST Retail SG&A 
VST Average Retail Customers(mn)
Implied SG&A/Customer
Average SG&A/Customer
Average O&M
ExGen Retail Customers (mn)
Implied ExGen Retail SG&A ($mn)
Implied ExGen Retail SG&A + O&M ($mn)

$292
$456

$163

$39

$288

$164
1.8

$162

Retail O&M Comparison

$603
3.7

$162

$424
2.6

$3,989  

$4,950  

$0

$1,000

$2,000

$3,000

$4,000

$5,000

$6,000

  

Source: Goldman Sachs Global Investment Research, Company data

 

*Non-operating nuclear O&M primarily reflects decommissioning costs and ARO accretion 
expense 

 

Source: Goldman Sachs Global Investment Research
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Exhibit 17: We highlight a range of impacts to our 2021E EBITDA and 
EPS assuming ExGen achieves different levels of cost management 
2021E EBITDA and EPS impact from achieving different levels of 
cost-savings relative to 2019 guidance O&M 
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Source: Goldman Sachs Global Investment Research
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Disclosure Appendix 
  

Reg AC 
I, Michael Lapides, hereby certify that all of the views expressed in this report accurately reflect my personal views about the subject company or 
companies and its or their securities. I also certify that no part of my compensation was, is or will be, directly or indirectly, related to the specific 
recommendations or views expressed in this report. 

Unless otherwise stated, the individuals listed on the cover page of this report are analysts in Goldman Sachs’ Global Investment Research division. 

GS Factor Profile 
The Goldman Sachs Factor Profile provides investment context for a stock by comparing key attributes to the market (i.e. our coverage universe) and its 
sector peers. The four key attributes depicted are: Growth, Financial Returns, Multiple (e.g. valuation) and Integrated (a composite of Growth, Financial 
Returns and Multiple). Growth, Financial Returns and Multiple are calculated by using normalized ranks for specific metrics for each stock. The 
normalized ranks for the metrics are then averaged and converted into percentiles for the relevant attribute. The precise calculation of each metric may 
vary depending on the fiscal year, industry and region, but the standard approach is as follows: 

Growth is based on a stock’s forward-looking sales growth, EBITDA growth and EPS growth (for financial stocks, only EPS and sales growth), with a 
higher percentile indicating a higher growth company. Financial Returns is based on a stock’s forward-looking ROE, ROCE and CROCI (for financial 
stocks, only ROE), with a higher percentile indicating a company with higher financial returns. Multiple is based on a stock’s forward-looking P/E, P/B, 
price/dividend (P/D), EV/EBITDA, EV/FCF and EV/Debt Adjusted Cash Flow (DACF) (for financial stocks, only P/E, P/B and P/D), with a higher percentile 
indicating a stock trading at a higher multiple. The Integrated percentile is calculated as the average of the Growth percentile, Financial Returns 
percentile and (100% - Multiple percentile). 

Financial Returns and Multiple use the Goldman Sachs analyst forecasts at the fiscal year-end at least three quarters in the future. Growth uses inputs 
for the fiscal year at least seven quarters in the future compared with the year at least three quarters in the future (on a per-share basis for all metrics). 

For a more detailed description of how we calculate the GS Factor Profile, please contact your GS representative.  

M&A Rank 
Across our global coverage, we examine stocks using an M&A framework, considering both qualitative factors and quantitative factors (which may vary 
across sectors and regions) to incorporate the potential that certain companies could be acquired. We then assign a M&A rank as a means of scoring 
companies under our rated coverage from 1 to 3, with 1 representing high (30%-50%) probability of the company becoming an acquisition target, 2 
representing medium (15%-30%) probability and 3 representing low (0%-15%) probability. For companies ranked 1 or 2, in line with our standard 
departmental guidelines we incorporate an M&A component into our target price. M&A rank of 3 is considered immaterial and therefore does not 
factor into our price target, and may or may not be discussed in research. 

Quantum 
Quantum is Goldman Sachs’ proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for 
in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets.  

Disclosures 
Coverage group(s) of stocks by primary analyst(s) 
Michael Lapides: America-Diversified Pipelines, America-Diversified Utilities, America-Energy MLPs, America-Independent Power Producers, 
America-Regulated Utilities. Insoo Kim, CFA: America-Diversified Utilities, America-Regulated Utilities. David Fishman, CFA: America-Diversified 
Utilities. 

America-Diversified Pipelines: Enbridge Inc., Enbridge Inc., Kinder Morgan Inc., ONEOK Inc., Tallgrass Energy LP, TC Energy Corp., TC Energy Corp., 
Williams Cos..  

America-Diversified Utilities: Avangrid Inc., Centerpoint Energy Inc., CMS Energy Corp., Dominion Energy Inc., DTE Energy Co., Entergy Corp., Exelon 
Corp., FirstEnergy Corp., NextEra Energy Inc., OGE Energy Corp., Public Service Enterprise Group, Sempra Energy.  

America-Energy MLPs: Cheniere Energy Inc., Cheniere Energy Partners, Energy Transfer LP, Enterprise Products Partners LP, Rattler Midstream LP, TC 
PipeLines LP.  

America-Independent Power Producers: Clearway Energy Inc., NextEra Energy Partners, NRG Energy Inc..  

America-Regulated Utilities: Ameren Corp., American Electric Power, American Water Works, Consolidated Edison Inc., Duke Energy Corp., Edison 
International, Evergy Inc., Eversource Energy, NiSource Inc., PG&E Corp., Pinnacle West Capital Corp., Portland General Electric Co., PPL Corp., 
Southern Co., WEC Energy Group.  

Company-specific regulatory disclosures 
The following disclosures relate to relationships between The Goldman Sachs Group, Inc. (with its affiliates, “Goldman Sachs”) and companies covered 
by the Global Investment Research Division of Goldman Sachs and referred to in this research. 

Goldman Sachs has received compensation for investment banking services in the past 12 months: Exelon Corp. ($47.92) 

Goldman Sachs expects to receive or intends to seek compensation for investment banking services in the next 3 months: Exelon Corp. ($47.92) 

Goldman Sachs had an investment banking services client relationship during the past 12 months with: Exelon Corp. ($47.92) 

Goldman Sachs had a non-investment banking securities-related services client relationship during the past 12 months with: Exelon Corp. ($47.92) 

Goldman Sachs had a non-securities services client relationship during the past 12 months with: Exelon Corp. ($47.92) 

Goldman Sachs makes a market in the securities or derivatives thereof: Exelon Corp. ($47.92) 

Distribution of ratings/investment banking relationships 
Goldman Sachs Investment Research global Equity coverage universe 
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As of July 1, 2019, Goldman Sachs Global Investment Research had investment ratings on 2,924 equity securities. Goldman Sachs assigns stocks as 
Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold and Sell for 
the purposes of the above disclosure required by the FINRA Rules. See ‘Ratings, Coverage groups and related definitions’ below. The Investment 
Banking Relationships chart reflects the percentage of subject companies within each rating category for whom Goldman Sachs has provided 
investment banking services within the previous twelve months.     

Price target and rating history chart(s) 

 

Regulatory disclosures 
Disclosures required by United States laws and regulations 
See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager or 
co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-managed 
public offerings in prior periods; directorships; for equity securities, market making and/or specialist role. Goldman Sachs trades or may trade as a 
principal in debt securities (or in related derivatives) of issuers discussed in this report.  

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts, 
professionals reporting to analysts and members of their households from owning securities of any company in the analyst’s area of coverage.  
Analyst compensation:  Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues.  Analyst 
as officer or director: Goldman Sachs policy generally prohibits its analysts, persons reporting to analysts or members of their households from 
serving as an officer, director or advisor of any company in the analyst’s area of coverage.  Non-U.S. Analysts:  Non-U.S. analysts may not be 
associated persons of Goldman Sachs & Co. LLC and therefore may not be subject to FINRA Rule 2241 or FINRA Rule 2242 restrictions on 
communications with subject company, public appearances and trading securities held by the analysts.  

Distribution of ratings: See the distribution of ratings disclosure above.  Price chart: See the price chart, with changes of ratings and price targets in 
prior periods, above, or, if electronic format or if with respect to multiple companies which are the subject of this report, on the Goldman Sachs 
website at https://www.gs.com/research/hedge.html.   

Additional disclosures required under the laws and regulations of jurisdictions other than the United States 
The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws and 
regulations. Australia: Goldman Sachs Australia Pty Ltd and its affiliates are not authorised deposit-taking institutions (as that term is defined in the 
Banking Act 1959 (Cth)) in Australia and do not provide banking services, nor carry on a banking business, in Australia. This research, and any access to 
it, is intended only for “wholesale clients” within the meaning of the Australian Corporations Act, unless otherwise agreed by Goldman Sachs. In 
producing research reports, members of the Global Investment Research Division of Goldman Sachs Australia may attend site visits and other 
meetings hosted by the companies and other entities which are the subject of its research reports. In some instances the costs of such site visits or 
meetings may be met in part or in whole by the issuers concerned if Goldman Sachs Australia considers it is appropriate and reasonable in the specific 
circumstances relating to the site visit or meeting. To the extent that the contents of this document contains any financial product advice, it is general 
advice only and has been prepared by Goldman Sachs without taking into account a client’s objectives, financial situation or needs. A client should, 
before acting on any such advice, consider the appropriateness of the advice having regard to the client’s own objectives, financial situation and needs. 
A copy of certain Goldman Sachs Australia and New Zealand disclosure of interests and a copy of Goldman Sachs’ Australian Sell-Side Research 
Independence Policy Statement are available at: https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html.  Brazil: Disclosure 
information in relation to CVM Instruction 598 is available at https://www.gs.com/worldwide/brazil/area/gir/index.html. Where applicable, the 
Brazil-registered analyst primarily responsible for the content of this research report, as defined in Article 20 of CVM Instruction 598, is the first author 
named at the beginning of this report, unless indicated otherwise at the end of the text.  Canada: Goldman Sachs Canada Inc. is an affiliate of The 
Goldman Sachs Group Inc. and therefore is included in the company specific disclosures relating to Goldman Sachs (as defined above). Goldman Sachs 
Canada Inc. has approved of, and agreed to take responsibility for, this research report in Canada if and to the extent that Goldman Sachs Canada Inc. 
disseminates this research report to its clients.  Hong Kong: Further information on the securities of covered companies referred to in this research 
may be obtained on request from Goldman Sachs (Asia) L.L.C.  India: Further information on the subject company or companies referred to in this 
research may be obtained from Goldman Sachs (India) Securities Private Limited, Research Analyst - SEBI Registration Number INH000001493, 951-A, 
Rational House, Appasaheb Marathe Marg, Prabhadevi, Mumbai 400 025, India, Corporate Identity Number U74140MH2006FTC160634, Phone +91 22 
6616 9000, Fax +91 22 6616 9001. Goldman Sachs may beneficially own 1% or more of the securities (as such term is defined in clause 2 (h) the Indian 

Rating Distribution Investment Banking Relationships

Buy Hold Sell Buy Hold Sell

Global 38% 49% 13% 66% 57% 51%
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Securities Contracts (Regulation) Act, 1956) of the subject company or companies referred to in this research report.  Japan: See below.  Korea: This 
research, and any access to it, is intended only for “professional investors” within the meaning of the Financial Services and Capital Markets Act, 
unless otherwise agreed by Goldman Sachs. Further information on the subject company or companies referred to in this research may be obtained 
from Goldman Sachs (Asia) L.L.C., Seoul Branch.  New Zealand: Goldman Sachs New Zealand Limited and its affiliates are neither “registered banks” 
nor “deposit takers” (as defined in the Reserve Bank of New Zealand Act 1989) in New Zealand. This research, and any access to it, is intended for 
“wholesale clients” (as defined in the Financial Advisers Act 2008) unless otherwise agreed by Goldman Sachs. A copy of certain Goldman Sachs 
Australia and New Zealand disclosure of interests is available at: https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html.  Russia: 
Research reports distributed in the Russian Federation are not advertising as defined in the Russian legislation, but are information and analysis not 
having product promotion as their main purpose and do not provide appraisal within the meaning of the Russian legislation on appraisal activity. 
Research reports do not constitute a personalized investment recommendation as defined in Russian laws and regulations, are not addressed to a 
specific client, and are prepared without analyzing the financial circumstances, investment profiles or risk profiles of clients. Goldman Sachs assumes 
no responsibility for any investment decisions that may be taken by a client or any other person based on this research report.  Singapore: Further 
information on the covered companies referred to in this research may be obtained from Goldman Sachs (Singapore) Pte. (Company Number: 
198602165W).  Taiwan: This material is for reference only and must not be reprinted without permission. Investors should carefully consider their own 
investment risk. Investment results are the responsibility of the individual investor.  United Kingdom: Persons who would be categorized as retail 
clients in the United Kingdom, as such term is defined in the rules of the Financial Conduct Authority, should read this research in conjunction with prior 
Goldman Sachs research on the covered companies referred to herein and should refer to the risk warnings that have been sent to them by Goldman 
Sachs International. A copy of these risks warnings, and a glossary of certain financial terms used in this report, are available from Goldman Sachs 
International on request.   

European Union: Disclosure information in relation to Article 6 (2) of the European Commission Delegated Regulation (EU) (2016/958) supplementing 
Regulation (EU) No 596/2014 of the European Parliament and of the Council with regard to regulatory technical standards for the technical 
arrangements for objective presentation of investment recommendations or other information recommending or suggesting an investment strategy 
and for disclosure of particular interests or indications of conflicts of interest is available at https://www.gs.com/disclosures/europeanpolicy.html which 
states the European Policy for Managing Conflicts of Interest in Connection with Investment Research.   

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho 
69, and a member of Japan Securities Dealers Association, Financial Futures Association of Japan and Type II Financial Instruments Firms Association. 
Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific disclosures as to 
any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese Securities Finance 
Company.   

Ratings, coverage groups and related definitions 
Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy or 
Sell on an Investment List is determined by a stock’s total return potential relative to its coverage. Any stock not assigned as a Buy or a Sell on an 
Investment List with an active rating (i.e., a  stock that is not Rating Suspended, Not Rated, Coverage Suspended or Not Covered), is deemed Neutral. 
Each region’s Investment Review Committee manages Regional Conviction lists, which represent investment recommendations focused on the size of 
the total return potential and/or the likelihood of the realization of the return across their respective areas of coverage.  The addition or removal of 
stocks from such Conviction lists do not represent a change in the analysts’ investment rating for such stocks.    

Total return potential represents the upside or downside differential between the current share price and the price target, including all paid or 
anticipated dividends, expected during the time horizon associated with the price target. Price targets are required for all covered stocks. The total 
return potential, price target and associated time horizon are stated in each report adding or reiterating an Investment List membership.  

Coverage groups: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at 
https://www.gs.com/research/hedge.html.    

Not Rated (NR). The investment rating and target price have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in an 
advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances.  Rating Suspended (RS). Goldman 
Sachs Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis for 
determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target. The previous investment rating and 
price target, if any, are no longer in effect for this stock and should not be relied upon.  Coverage Suspended (CS). Goldman Sachs has suspended 
coverage of this company.  Not Covered (NC). Goldman Sachs does not cover this company.  Not Available or Not Applicable (NA). The information 
is not available for display or is not applicable.  Not Meaningful (NM). The information is not meaningful and is therefore excluded.   

Global product; distributing entities 
The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs on a global basis. 
Analysts based in Goldman Sachs offices around the world produce research on industries and companies, and research on macroeconomics, 
currencies, commodities and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd (ABN 21 006 797 897); in 
Brazil by Goldman Sachs do Brasil Corretora de Títulos e Valores Mobiliários S.A.; Ombudsman Goldman Sachs Brazil: 0800 727 5764 and / or 
ouvidoriagoldmansachs@gs.com. Available Weekdays (except holidays), from 9am to 6pm. Ouvidoria Goldman Sachs Brasil: 0800 727 5764 e/ou 
ouvidoriagoldmansachs@gs.com. Horário de funcionamento: segunda-feira à sexta-feira (exceto feriados), das 9h às 18h; in Canada by either Goldman 
Sachs Canada Inc. or Goldman Sachs & Co. LLC; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman Sachs (India) Securities Private 
Ltd.; in Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand by Goldman 
Sachs New Zealand Limited; in Russia by OOO Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 198602165W); 
and in the United States of America by Goldman Sachs & Co. LLC. Goldman Sachs International has approved this research in connection with its 
distribution in the United Kingdom and European Union.  

European Union: Goldman Sachs International authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and 
the Prudential Regulation Authority, has approved this research in connection with its distribution in the European Union and United Kingdom. 

General disclosures 
This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we 
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. The information, opinions, estimates and 
forecasts contained herein are as of the date hereof and are subject to change without prior notification. We seek to update our research as 
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large majority 
of reports are published at irregular intervals as appropriate in the analyst’s judgment. 

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have investment 
banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research Division. 
Goldman Sachs & Co. LLC, the United States broker dealer, is a member of SIPC (https://www.sipc.org).  
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Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and principal 
trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, principal trading desks and 
investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research. 

The analysts named in this report may have from time to time discussed with our clients, including Goldman Sachs salespersons and traders, or may 
discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the equity securities 
discussed in this report, which impact may be directionally counter to the analyst’s published price target expectations for such stocks. Any such 
trading strategies are distinct from and do not affect the analyst’s fundamental equity rating for such stocks, which rating reflects a stock’s return 
potential relative to its coverage group as described herein. 

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act 
as principal in, and buy or sell, the securities or derivatives, if any, referred to in this research.  

The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do not 
necessarily reflect those of Global Investment Research and are not an official view of Goldman Sachs. 

Any third party referenced herein, including any salespeople, traders and other professionals or members of their household, may have positions in the 
products mentioned that are inconsistent with the views expressed by analysts named in this report. 

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 
illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if 
appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them 
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. 
Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.  

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 
Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at 
https://www.theocc.com/about/publications/character-risks.jsp and 
https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018. 
Transaction costs may be significant in option strategies calling for multiple purchase and sales of options such as spreads. Supporting documentation 
will be supplied upon request.  

Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by the Global Investment 
Research division of GS may vary as compared to that provided to internal and other external clients of GS, depending on various factors including your 
individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g., 
marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.  
As an example, certain clients may request to receive notifications when research on specific securities is published, and certain clients may request 
that specific data underlying analysts’ fundamental analysis available on our internal client websites be delivered to them electronically through data 
feeds or otherwise. No change to an analyst’s fundamental research views (e.g., ratings, price targets, or material changes to earnings estimates for 
equity securities), will be communicated to any client prior to inclusion of such information in a research report broadly disseminated through electronic 
publication to our internal client websites or through other means, as necessary, to all clients who are entitled to receive such reports. 

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all 
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our 
research by third party aggregators. For research, models or other data related to one or more securities, markets or asset classes (including related 
services) that may be available to you, please contact your GS representative or go to https://research.gs.com. 

Disclosure information is also available at https://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY 
10282. 

© 2019 Goldman Sachs.  

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior written 
consent of The Goldman Sachs Group, Inc.  
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Ticker Price Rating
CNP 27.69 Buy
D 77.63 Buy
DTE 129.66 Buy
ETR 112.84 Buy
EXC 47.26 Buy
LNT 52.45 Neutral
OGE 42.87 Neutral
SO 58.26 Neutral

 

 Power, Utilities & Alternative Energy September 3, 2019

The Guggenheim Daily Transmission: SO, D, CNP,
ETR, OGE, DTE, ISO-NE, FERC, PJM, LNT, EXC,
DOE

For other Guggenheim Hosted Client Utility Events including
Annual TX Power, Gas and Wires Bus Tour, EEI Meetings/
Utility Dinners, NDR schedule among other events, scroll
down

SO – Vogtle’s VCM 20 & 21 filed

D – Staff filed objection to discovery request

CNP – CEHE petitions for review of additional municipal ordinances within the PUCT rate
case and motions to consolidate reviews under a single proceeding

ETR – Texas Parks and Wildlife Department sends recommendations to PUCT regarding
alternative routes for ETR Texas transmission line

OGE – Proposed Shady Point asset purchase settlement gets approval from Arkansas
PSC

DTE – DTE Integrated Resource Plan discovery response and intervenor comments filed

ISO-NE/FERC – FERC grants extension of time to ISO-NE for long-term fuel security fix

PJM/FERC – PJM submits fast start compliance filing to FERC

LNT – Rebuttal testimony filed in IPL electric base rate case

LNT – IUB denies efforts to find IPL in violation of 2019-2023 EE program

EXC – Additional testimony docs and affidavits filed in ComEd FRP docket

EXC/DOE – Exelon and DOE partner on hydrogen production pilot

SO – Vogtle’s VCM 20 & 21 filed

• Vogtle filed its VCM 20 & 21 requesting for a cost recovery of $1.248B, which covers the
period of July 1, 2018 through June 30, 2019.

• SO continues to expect its share of the total cost to be $8.4B, which includes $366M of
contingency (unallocated).

• Docket 29849.

Guggenheim takeaway: An expected filing and we do not anticipate any pushback in this
filing. We note that the progression on Vogtle construction remains one of the key potential
catalysts for SO. The next important milestone for Vogtle 3 & 4 is the summer ramp up (160K
weekly earned hours between the late August timeframe through summer of 2020 provide
~6 month cushion vs the current regulatory deadline to put the two units into service in
November '21/'22) following the re-baselining updates on 1Q19. See our 2Q19 note (HERE)
for more details.

D – Staff filed objection to discovery request

• The staff has made a filing indicating its objection to one of the discovery questions that
the staff deems too broad and irrelevant to the matter at hand. The question asks for the
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disclosure of any environmental conservation group membership that any employee of
the staff has.

• Docket E-22 Sub 562.

Guggenheim takeaway: For your tracking of the progress on the case. Recall that staff
filed testimony recommending an ROE of 9.0% with a 50% equity ratio vs. the company’ s
ask of 10.75% ROE with a 53.65% equity ratio. Alternatively, the staff also proposed another
recommendation that allows for 53.65% equity ratio but at an 8.75% ROE. We will continue
to monitor the progress on the case.

CNP – CEHE petitions for review of additional municipal ordinances within the PUCT
rate case and motions to consolidate reviews under a single proceeding

• CEHE cities issued ordinances and resolutions in August denying the company’s request
to change rates (within cities having jurisdiction over the Company’s rates).

• CEHE motions to consolidate the proceedings and requests that its appeals of the denials
be included in the rate case docket.

• Docket: 49421

Guggenheim takeaway: Procedural data point, seems to us like a logical step in the
regulatory process in bringing the cities opposing the rate increases as intervenors to the
PUCT docket and including the appeal of city ordinances in the rate case record.

ETR – Texas Parks and Wildlife Department sends recommendations to PUCT
regarding alternative routes for ETR Texas transmission line

• Texas Parks and Wildlife Department (TPWD) has acknowledged reviewing the
Environmental Assessment and Alternative Routes Analysis from ETR.

• In a letter to the PUCT, TPWD offered commentary and recommendations to the
proposed routes and analysis.

• Docket: 49715

Guggenheim takeaway: Data point on procedural schedule will now likely include a hearing
based on previous intevenor requests. Overall, this line is a small incremental growth driver
for ETR in Texas.

OGE – Proposed Shady Point asset purchase settlement gets approval from Arkansas
PSC

• APSC issued an order approving the settlement in the OGE proceeding regarding
purchase of generations assets to meet near-term capacity needs.

• Multiple parties filed support for the AR approval of settlement; support testimony
included AR PSC staff and Attorney General.

• Docket: 19-014-U

Guggenheim takeaway: Minor development and a constructive datapoint for final approval.
The assets were under an above-market PPA that is due to roll off in 2020, creating an
opportunity to partially offset the customer bill impact.

DTE – DTE Integrated Resource Plan discovery response and intervenor comments
filed

• Several sets of DTE discovery responses and intervenor comments were filed in the DTE
IRP proceeding.

• Docket: U-20471

Guggenheim takeaway: For your awareness. The discovery process is still ongoing.
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ISO-NE/FERC – FERC grants extension of time to ISO-NE for long-term fuel security
fix

• FERC has granted ISO-NE an extension of time on its ongoing work to create a
mechanism for long-term fuel security until April 15, 2020.

• Notice HERE.

Guggenheim takeaway: A far more collaborative process than what we have seen in other
policy arenas (e.g. capacity in PJM).

PJM/FERC – PJM submits fast start compliance filing to FERC

• PJM has submitted its compliance filing under the FERC-order process to implement fast
start reforms in the RTO’s energy market.

• Filing available HERE.

Guggenheim takeaway: As we expected – part of the process.

LNT – Rebuttal testimony filed in IPL electric base rate case

• Rebuttal testimony has been filed in the ongoing electric base rate case before the IUB,
with rebuttals to several specific items filed, in addition to comments.

• Docket HERE.

Guggenheim takeaway: Nothing too surprising following the initial testimony last month,
although we note that the large energy users’ (LEG) expert does not agree with the Sierra
Club or ELPC testimony regarding coal closers. We continue to dig.

LNT – IUB denies efforts to find IPL in violation of 2019-2023 EE program

• “The June 12, 2019 Motion to Issue Notice of Violation filed by the Office of Consumer
Advocate, a division of the Iowa Department of Justice, is denied.”

• Docket HERE.

Guggenheim takeaway: Zero surprise to us and very minor.

EXC – Additional testimony docs and affidavits filed in ComEd FRP docket

• Intervenors in the ComEd annual FRP process have filed cross exhibits and affidavits,
with ComEd responding to the AG’s data requests.

• Docket HERE.

Guggenheim takeaway: For your tracking.

EXC/DOE – Exelon and DOE partner on hydrogen production pilot

• The program will see EXC pursue small-scale hydrogen production at one of its nuclear
facilities.

• More HERE.

Guggenheim takeaway: Minor FYI and interesting technical data point.
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Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour
 

 

Equity Research  |  Corporate Access 

Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour 
Please join us in the Lone Star state for two days of meetings in Dallas and Houston, 

featuring C-Suite from Vistra, Sempra (Oncor), CenterPoint, NRG and Entergy. We 

will be focused on several sector themes including ERCOT market dynamics, de-

regulated power markets and regulated T&D growth opportunities in and outside of 

TX, with the trip conveniently timed with the all-important peak summer season and 

Q3 earnings. 

Dates and Locations 

September 19 | Dallas 
September 20 | Houston 

Thursday, September 19 | Dallas 

10:00 AM |Vistra Energy Corp. (VST) 
David Campbell, CFO and team members 

1:00 PM | Sempra Energy (SRE) / Oncor 
Trevor Mihalik, CFO of Sempra Energy; Allen Nye, CEO of Oncor; Don Clevenger, CFO of 
Oncor and other management team  

Fly to Houston and have dinner with Guggenheim Team 

Friday, September 20 | Houston  
8:00 AM | CenterPoint Energy, Inc. (CNP) 
Xia Liu, CFO; Kenny Mercado, CIO (Chief Integration Officer) and other team members 

10:00 AM | NRG Energy Inc. (NRG) 
Mauricio Gutierrez, CEO; Elizabeth Killinger, Head of Mass Retail; Robert Gaudette, Head of 
Business Solutions 

1:00 PM | Entergy Corporation (ETR) 
Drew Marsh, CFO Entergy Corp, Sallie Rainer, President and CEO of Entergy Texas and other 
team members (close distance from airport) 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 

Logistics 

Transportation details, logistics and hotel recommendations to follow 

Houston Hotel: We ask all attendees to book hotel rooms at The Four Seasons Houston 
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Guggenheim's 2019 EEI Invite & Schedule

Invite: 54th EEI Financial Conference 

Dates 
November 10-12, 2019 

Company Dinners (Hosted by Guggenheim) 

 

Company Meetings 
*More Utilities will be added and we will update schedule accordingly* 

 

 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 
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Guggenheim's Power & Utility Comp Sheet

 

Price as of Close8/29/2019 Guggenheim Consensus

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings

Cap ($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AEP American Electric Power 44.8 Neutral $82 $90.72 3.1% 63% 494 4.20   4.44   4.71   4.93   21.6 20.4 19.3 18.4 4.14   4.41   4.68   4.94   21.9 20.6 19.4 18.4

ALE ALLETE 4.4 Neutral $86 $85.46 3.0% 66% 52 3.57   3.88   4.17   4.28   23.9 22.0 20.5 20.0 3.56   3.86   4.18   4.28   24.0 22.2 20.4 20.0

AVA Avista* 3.1 Neutral $43 $46.86 3.5% 80% 66 1.93   2.05   2.23   2.41   24.3 22.9 21.0 19.4 2.54   1.98   2.15   2.41   18.4 23.6 21.8 19.4

CMS CMS Energy 17.9 Neutral $59 $63.03 2.6% 61% 284 2.50   2.69   2.88   3.07   25.2 23.4 21.9 20.5 2.50   2.67   2.87   3.07   25.2 23.6 21.9 20.5

DUK Duke Energy 67.6 Buy $99 $92.76 4.2% 75% 729 5.10   5.26   5.57   5.91   18.2 17.6 16.7 15.7 4.95   5.17   5.42   5.80   18.7 17.9 17.1 16.0

ED Consolidated Edison 29.3 Neutral $89 $88.15 3.4% 66% 332 4.36   4.61   4.79   4.94   20.2 19.1 18.4 17.8 4.35   4.58   4.76   4.90   20.3 19.3 18.5 18.0

EIX Edison International* 25.9 Suspended NA $72.23 NA NA 358 NA NA NA NA NA NA NA NA 4.70   4.54   4.73   - 15.4 15.9 15.3 -

ES Eversource Energy 26.0 Neutral $76 $80.41 2.8% 60% 324 3.49   3.68   3.86   4.05   23.0 21.9 20.8 19.9 3.45   3.65   3.86   4.09   23.3 22.0 20.9 19.7

ETR Entergy 22.5 Buy $113 $113.02 3.3% 67% 199 5.30   5.63   5.97   6.34   21.3 20.1 18.9 17.8 5.28   5.57   5.93   6.29   21.4 20.3 19.1 18.0

EVRG Evergy 15.3 Buy $70 $64.77 3.2% 67% 235 2.93   3.14   3.32   3.52   22.1 20.6 19.5 18.4 2.89   3.16   3.31   3.47   22.4 20.5 19.5 18.7

FE FirstEnergy 24.8 Buy $49 $45.94 3.4% 63% 540 2.46   2.51   2.66   2.81   18.7 18.3 17.3 16.3 2.48   2.48   2.64   2.78   18.5 18.5 17.4 16.5

LNT Alliant Energy 12.5 Neutral $44 $52.53 2.9% 64% 238 2.27   2.37   2.50   2.69   23.1 22.2 21.0 19.5 2.26   2.43   2.54   2.66   23.2 21.7 20.7 19.7

PCG PG&E Corporation* 5.5 Suspended NA $10.43 0.0% 0% 529 NA NA NA NA NA NA NA NA 3.82   3.71   3.70   4.95   2.7 2.8 2.8 2.1

PNW Pinnacle West 10.7 Neutral $104 $95.28 3.3% 63% 112 4.78   5.04   5.28   5.63   19.9 18.9 18.0 16.9 4.77   5.03   5.30   5.58   20.0 18.9 18.0 17.1

POR Portland General Electric 5.1 Neutral $50 $56.81 2.8% 63% 89 2.40   2.56   2.73   2.77   23.7 22.2 20.8 20.5 2.40   2.56   2.72   2.81   23.6 22.2 20.9 20.2

PPL PPL Corporation 21.2 Neutral $34 $29.31 5.7% 66% 722 2.44   2.51   2.50   2.66   12.0 11.7 11.7 11.0 2.43   2.52   2.48   2.66   12.1 11.6 11.8 11.0

SO Southern Company 60.7 Neutral $56 $58.12 4.4% 81% 1045 3.05   3.15   3.31   3.46   19.1 18.5 17.6 16.8 3.03   3.15   3.27   3.47   19.2 18.4 17.8 16.7

WEC WEC Energy 30.3 Buy $93 $95.93 2.6% 67% 315 3.52   3.73   3.98   4.26   27.3 25.7 24.1 22.5 3.53   3.75   3.99   4.26   27.2 25.6 24.1 22.5

*Average (Excl. PPL for P/E) 3.2% 67% 22.1 20.9 19.7 18.7 21.8 21.0 19.8 18.8

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NI NiSource 11.0 Buy $31 $29.44 2.7% 61% 373 1.32   1.37   1.47   1.58   22.3 21.5 20.0 18.6 1.31   1.39   1.48   1.59   22.5 21.2 19.9 18.6

NJR New Jersey Resources 4.1 Neutral $45 $45.44 2.6% 61% 90 1.97   2.17   2.36   2.54   23.1 20.9 19.3 17.9 1.96   2.14   2.39   2.54   23.2 21.2 19.1 17.9

NWN NW Natural Gas 2.2 Sell $56 $71.26 2.7% 79% 30 2.40   2.50   2.62   2.67   29.7 28.5 27.2 26.7 2.40   2.53   2.65   2.67   29.8 28.2 26.9 26.7

SJI South Jersey Industries 2.9 Buy $35 $31.84 3.7% 104% 92 1.12   1.60   1.74   1.90   28.4 19.9 18.3 16.8 1.10   1.56   1.73   1.88   28.9 20.4 18.4 17.0

SR Spire 4.3 Neutral $87 $84.54 2.8% 63% 51 3.78   4.01   4.17   4.45   22.4 21.1 20.3 19.0 3.75   3.90   4.07   4.37   22.5 21.7 20.8 19.3

Average     2.9% 74% 25.2 22.4 21.0 19.8 25.4 22.5 21.0 19.9

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

EXC Exelon 45.4 Buy $53 $46.75 3.1% 46% 972 3.13   3.05   3.02   3.08   14.9 15.3 15.5 15.2 3.14   3.10   2.99   3.20   14.9 15.1 15.6 14.6

PEG PSEG 30.4 Buy $64 $60.08 3.1% 59% 506 3.23   3.50   3.55   3.72   18.6 17.2 16.9 16.2 3.24   3.43   3.48   3.78   18.5 17.5 17.2 15.9

Average     3.1% 52% 16.8 16.2 16.2 15.7 16.7 16.3 16.4 15.2

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDACap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NRG NRG Energy 9.0 Buy $51 $35.66 0.3% 0% 253 1,975 1,890 1,843 1,799 7.2 7.2 7.1 7.3 1,946 1,915 1,805 1,799 7.2 7.3 7.8 NA

VST Vistra Energy 12.0 Buy $39 $24.40 2.0% 0% 492 3,367 3,315 3,379 3,481 6.8 6.8 6.5 6.1 3,322 3,275 3,049 3,481 6.5 6.2 6.3 NA

Average 7.0 7.0 6.8 6.7 6.8 6.7 7.0 NA

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CNP CenterPoint 13.9 Buy $32 $27.62 4.2% 69% 502 1.67   1.68   1.81   1.97   16.5 16.4 15.3 14.0 1.65   1.78   1.89   1.93   16.8 15.5 14.6 14.3

D Dominion 63.9 Buy $86 $77.76 4.7% 87% 822 4.24   4.44   4.68   4.92   18.3 17.5 16.6 15.8 4.18   4.39   4.63   4.89   18.6 17.7 16.8 15.9

DTE DTE Energy 23.8 Buy $140 $129.98 2.9% 60% 183 6.25   6.67   7.18   7.59   20.8 19.5 18.1 17.1 6.24   6.58   7.06   7.50   20.8 19.7 18.4 17.3

NEE NextEra 105.9 Buy $230 $221.12 2.2% 57% 479 8.55   9.26   9.99   10.65 25.9 23.9 22.1 20.8 8.40   9.08   9.83   10.50 26.3 24.3 22.5 21.1

OGE OGE Energy 8.6 Neutral $43 $42.84 3.5% 70% 200 2.14   2.30   2.41   2.51   20.0 18.6 17.8 17.1 2.13   2.29   2.41   2.49   20.1 18.7 17.8 17.2

SRE Sempra Energy 39.1 Buy $158 $142.24 2.7% 64% 275 6.08   7.21   7.65   7.92   23.4 19.7 18.6 18.0 6.02   6.99   7.79   7.86   23.6 20.4 18.3 18.1

Average     3.2% 68% 20.8 19.3 18.1 17.1 21.1 19.4 18.1 17.3

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AWK American Water Works 22.9 Neutral $105 $126.90 1.5% 54% 181 3.61   3.96   4.27   4.60   35.2 32.0 29.7 27.6 3.59   3.90   4.24   4.67   35.3 32.5 30.0 27.2

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDACap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CWEN Clearway Energy 3.8 Suspended NA $17.75 NA NA 183 NA NA NA NA NA NA NA NA 971    1,051 1,156 NA 9.3 8.7 7.8 -

NEP NextEra Energy Partners 2.9 Buy $56 $51.16 4.0% NA 56 1,276 1,383 1,532 1,660 9.4 9.0 8.9 0.0 1,162 1,328 1,537 1,503 10.3 9.4 8.8 9.0

(1)  Regulated utilities deliv er pow er to end-use customers v ia regulated transmission & distribution (T&D) infrastructure; v ertically  integrated utilities w ith regulated or mostly  contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as w ell as div ersified utilities w ith a business mix  largely  comprised of gas infrastructure and related activ ities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activ ities).

(3)  Integrated utilities ow n and operate regulated T&D franchises, as w ell as un-regulated pow er generation w ith commodity  ex posure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility ) pow er plants that compete to sell pow er in w holesale markets or through retail marketing businesses.

(5)  Mult-Industry  Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-pow er unregulated activ ities (i.e. midstream, renew able dev elopment, energy  trading, etc.).

Source:  Bloomberg, Guggenheim Securities, LLC estimates.

Shahriar (Shar) Pourreza, CFA James Kennedy Constantine Lednev Khanh Nguyen, CFA

Managing Director Vice President Vice President Vice President

Other Rating

Multi-Industry Utilities (5) Rating

Regulated Electric Utilities (1) Rating

Integrated Utilities (3) Rating

Rating
Independent Power Producers 

(IPPs) (4)

Regulated Gas Utilities (2) Rating

O 212.651.0847

Constantine.Lednev@GuggenheimPartners.com

O 212.518.5862

M 973.632.6304

Shahriar.Pourreza@guggenheimpartners.com

spourreza2@bloomberg.net 

O 212.823.6561

Khanh.Nguyen@guggenheimpartners.com

O 212.823.6741

James.Kennedy@guggenheimpartners.com
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Share Price Performance (Year-to-Date)

 

Year-to-Date Share Price Performance

Note: We are currently restricted on EIX and PCG
(1)  Regulated utilities deliv er pow er to end-use customers v ia regulated transmission & distribution (T&D) infrastructure; v ertically  integrated utilities w ith regulated or mostly  contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as w ell as div ersified utilities w ith a business mix  largely  comprised of gas infrastructure and related activ ities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activ ities).

(3)  Integrated utilities ow n and operate regulated T&D franchises, as w ell as un-regulated pow er generation w ith commodity  ex posure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility ) pow er plants that compete to sell pow er in w holesale markets or through retail marketing businesses.

(5)  Mult-Industry  Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-pow er unregulated activ ities (i.e. midstream, renew able dev elopment, energy  trading, etc.).

Source:  Bloomberg, Guggenheim Securities, LLC estimates.
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Guggenheim 2019 Non Deal Roadshow Schedule

MORE TO BE ADDED… 

 

 

 

Ticker Dates Regions  Ticker Dates Regions  

Commissioner 
Roundtable 

1/23 NYC PEG 6/24-6/26 Midwest  

FE 1/22-1/23 Boston/NYC AWK 7/9-7/10 Midwest  

D 2/25-2/26 Boston/NYC SRE 7/17-7/18 West Coast  

WEC 2/28-3/1 West Coast ES (Dinner) 8/12 NYC  

EXC 3/7-3/8 Dallas/Houston EVRG 8/20-8/21 Midwest  

PNW 3/11-3/13 Midwest NRG 9/10 Chicago  

ALE 4/2-4/4 West Coast ETR 9/11 Boston  

DTE 4/5 Boston ETR 9/12 KC/Minni  

ED 4/24 NYC  ETR 9/13 Chicago  

POR 4/29-4/30 West Coast  SJI 9/17 NYC/Boston  

VST 5/8-5/9 West Coast  SJI 9/18 NYC/Boston  

PPL 5/22-5/23 NYC 
 Texas Trip 

(CNP, ETR, NRG, 

SRE, VST) 

9/19-9/20 Dallas/Houston 
 

DTE 5/29-5/30 NYC  CNP 9/25 Boston  

LNT 6/4 Boston  ED 9/27 Boston  

DUK 6/6-6/7 Midwest  NEE 10/3-10/4 Midwest  

CWEN 6/13-6/14 Midwest  CMS 12/3-12/4 Texas  

SJI 6/19 NYC/NJ/CT      
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Key Events Calendar - September 2019

Power and Utilities: Coverage Calendar
Date Ticker Event / Proceeding Utility State Docket Description

9/2/2019 EIX Risk Assesment SCE CA I1811006  SCE files its Test Year 2021 GRC application with RAMP results, serves 

prepared testimony 9/3/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Reply Briefs 

9/4/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366   Staff and Intervenors file Rebuttal Testimony 

9/4/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Rebuttal testimony due (all parties) 

9/4/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evening public hearings 

9/5/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Initial briefs 

9/5/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session 

9/5/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evening public hearings 

9/6/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session 

9/9/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session Data Requests 

9/10/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  OCA & Intervenor Rebuttal to IPL (expedited discovery deadlines apply) 

9/10/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  IPL Reply Testimony to OCA and Intervenors 

9/10/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42315  Hearing  

9/10/2019 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002  IPL Reply Testimony  

9/10/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001  OCA & Intervenor Rebuttal 

9/11/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42315  Hearing  

9/11/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  Commission Order by at least 20 days before rates are effective. 

9/11/2019 D Electric Gas Rate Case Virginia Electric & Power Co. NC E-22, Sub 562  Rebuttal testimony of DENC 

9/11/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Commission Order 

9/12/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42315  Hearing  

9/12/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Initial Briefs 

9/12/2019 D Natural Gas Rate Case Questar Gas Company UT D-19-057-02  Phase IITechnical Conference 

9/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Reply briefs and proposed findings of fact, conclusions of law, and 

ordering paragraphs due 9/13/2019 D Electric Gas Rate Case Virginia Electric & Power Co. VA  C-PUR-2019-00088 (Rider S) Notice of Participation 

9/16/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  Joint Statement of Issues (includes list of witnesses common to electric 

and gas rate cases) 9/16/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  Pre-Hearing Briefs 

9/16/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Surrebuttal testimony due (all parties) 

9/16/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  CEA Revised Attachment A.i Filed 

9/16/2019 D Electric Gas Rate Case Virginia Electric & Power Co. NC E-22, Sub 562  Hearing and Cross Examination 

9/16/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  CEA Revised Attachment A.i 

9/16/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0002  Prehearing Briefs/Statement of Issues 

9/17/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec) Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Natural Gas Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Gas) Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec) Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Electric Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Elec)  Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 WEC Natural Gas Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Gas)  Offered Evidence Rebuttal : Parties and Commission Staff 

9/17/2019 D Electric Gas Rate Case Virginia Electric & Power Co. VA C-PUR-2019-00105 (Rider US-4) Notice of Participation 

9/18/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Party Comparison Chart due from Staff 

9/18/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evidentiary Hearing 

9/19/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evidentiary Hearing 

9/19/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  Staff/Intervenors' Response to Revised Attachment A.i 

9/19/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Rebuttal Testimony 

9/19/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Staff/Intervenors' Response  

9/20/2019 AEP G-RAC Appalachian Power Co. VA C-PUR-2019-00038 (G-RAC) Notice of Participation 

9/20/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Technical Session Data Responses 

9/20/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  Notice of Settlement (includes list of settled issues) 

9/20/2019 SO Natural Gas Rate Case Atlanta Gas Light Co. GA D-42314  Public Interest Advocacy Staff direct testimony 

9/20/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Evidentiary Hearing 

9/20/2019 D Electric Gas Rate Case Virginia Electric & Power Co. NC E-22, Sub 562  Filling indicating points of disagreement with the Company’s filing 

9/20/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001  Notice of settlement 

9/23/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Rebuttal to IPL (expedited discovery deadlines apply) 

9/23/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Motions to Strike  

9/24/2019 AEP Electric Rate Case Southwestern Electric Power Co AR D-19-008-U  Surrebuttal Testimony (Staff/Intervenor)  

9/24/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366  Avista files Surrebuttal Testimony 

9/25/2019 D Electric Gas Rate Case Virginia Electric & Power Co. VA C-PUE-2019-00086 (Rider GV) Pre-filed Testimony 

9/26/2019 AEP Electric Rate Case Indiana Michigan Power Co. IN Ca-45235  Settlement Agreement and Testimony 

9/26/2019 ETR Natural Gas Rate Case System Energy Resources LA EL18-142-002  Rebuttal testimony by Staff to SER 

9/26/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Reply Briefs 

9/26/2019 PJM Markets and Reliability Comitee    -    -    -                                                                                                               -  

9/26/2019 NWN Gas Rate Case NW Natural WA D-UG-181053  Post hearing briefs due 

9/27/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Responses to Motions 

9/29/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Evidentiary 

9/30/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  Joint Statement of Issues (includes list of witnesses common to electric 

and gas rate cases) 9/30/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  Pre-Hearing Briefs 

9/30/2019 SO Electric Rate Case Georgia Power Co GA D-42516  Hearing : Applications to Intervene  

9/30/2019 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002  Prehearing Briefs/Statement of Issues 

Source: Company filings, Guggenheim Securities, LLC.
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Key Research

Guggenheim's Forward Commodity Curves

• Forward Commodity Curves for Power & Utility Modeling

Key Industry Research
1. PJM: Not So Fast - FERC Puts the Brakes on August Auction

2. Utility and IPP 2Q19 Model Sweep

3. ERCOT: Guggenheim Texas Power Market Luncheon Recap
4. Illinois Policy: In the Land of Lincoln, Uncertainty Reigns
5. Policy Speaker Series Recap on Energy and Capacity: Perpetual State of Reforms Same as It Ever Was
6. Open Dialogue with MO, WA Commissioners - Walking Away Incrementally Positive on Both Jurisdictions
7. Major Change at CPUC Cometh? Follow Up on Potential CPUC Movements, Governor's Chance to Reset CPUC Agenda
8. 2019 Utility Outlook: We Didn’t Hear A Bell… “Nothing's Over 'Til It's Over;” One More Round for Utilities
9. California Wildfire Wrap – You Can Check Out, but You Can Never Leave
10. Guggenheim's 2018 EEI Summary
11. Guggenheim EEI Takeaways - Day 3
12. Guggenheim EEI Takeaways - Day 2
13. Guggenheim EEI Takeaways - Day 1
14. Guggenheim EEI - Investor Question Bank
15. PJM: No Country for Common Ground; Reply Briefs Land at FERC
16. PJM: You May Ask Yourself, Well How Did I Get Here? Back to the Commission for the Main Show
17. Coal/Nuclear: Will Politics “Trump” Reality
18. CA Policy Crash Course: Don’t Hold Your Breath For a Wildfire Resolution….
19. February Meter Reading - Yield “Almost” Catching Up with Utility Valuations; Lowering Our PTs and Looking Beyond Bond

Surrogates
20. PJM Capacity Auction: Introducing Prelim-2021/22 Pricing Forecasts – Well…It’s Not Getting Much Worse, Projected Pricing Mixed

Key Company Research
1. DUK - SB 559 Moves Along, Pushing Out a Decision on Alternative Ratemaking to March ‘20
2. VST: Vistra Lassos Ambit Energy
3. ES: Very Constructive Dinner Among Friends Despite “Some” Being New England Sports Fans
4. SRE NDR: Step Up Growth Investors; Utility-Like Risk With Outsized Returns - How Do We Get There?
5. AWK NDR: No Water Shortages Here; Growth Not Drying Up Anytime Soon
6. NJR: Upgrade to NEUTRAL (from SELL) as Laggard Performance Balances OK with Fundamental Outlook
7. PEG NDR: NJ Clean Energy Agenda and Dipping the Toes in the Jersey Shore
8. SJI NDR: Tale from the Road - In the Market for a Value Play w/Solid Growth Prospects? … Look No Further
9. PPL - A Quandary Unlike Any Other
10. NEE/NEP: High End Is the New Low End, When You Think the Runway Ends, “They’re Just Getting Started”; Raising PT
11. SJI: Revising to BUY - Back In Jersey’s Hands & Steering The Ship Into Calmer (Mostly Regulated) Waters
12. LNT: For a Good Night’s Sleep, Take Alliant
13. NRG: More Down‘Stream’ Retail Expansion
14. VST NDR - What’s with All the Fuss… We Would Be Aggressive Buyers Here
15. ED NDR: Ripe in the Big Apple… - Solid Utility? Yes… But Undervalued? That’s Debatable
16. D: Guggenheim Policy Speaker, Atlantic Coast Pipeline Discussion | The Project Will Be Built
17. ALE NDR: TA-CO-NITE! Winds of Change Are Blowing in the Right Direction…
18. DTE – On the Road with Mgmt. – 80/20 Rule Need Not Apply; Solid Strategy, Supported by Good People
19. CMS – MPSC Telegraphing Constructive Regulatory Signals in CMS Gas Rate Case – Solid Footing
20. SRE: Simplicity is the Ultimate Sophistication…
21. VST: Another Day, Another Illinois Policy Proposal
22. D: Msg Delivered on Time/on Budget; Inline Analyst Day Cements Solid Base to Work Off Of--Execution/Patience is Key
23. VST: Clearing the Air in Illinois: MPS Resolution Draws Closer
24. PNW NDR: It's Just Another Political Cycle – Agendas More Aligned: Relationships Will Be Re-“Stored”
25. D: Guggenheim Policy Speaker, Millstone Discussion | Connecticut Un-Quarked: They Will Likely Get It Done, We Are Holding

Our Breath
26. EXC NDR: State Rescue Cometh - Deeper Dive
27. WEC NDR: Putting the WEC in WECC; Western NDR Highlights a Premium Utility with Valuation Concerns on Back Burner
28. D: NDR – Coming Out Party Well Received - March Madness Continues
29. PEG 4Q Preview and Mini Drill-Down - Looking Good from All Angles
30. VST: Bulking Up the Integrated Model with Some Eastern Retail: VST Acquires Crius Energy
31. FE NDR: Time Is the Furthest Distance Between Two Points…
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32. POR: Bringing Portland to the Heartland: Capex, Policy, and RFPs Dominate Our NDR
33. D/SCG: Global Settlement Reached; Upgrading SCG to BUY On Improved Merger Outlook
34. SRE: Another Day, Another Dollar: Buying Low; Selling High
35. NRG: The Texas Two Step - Front Seat for a Sizable Buyback Show? Past the Debut; We’re Now Here for the Climax
36. NEE – Mgmt. Roadshow: Rising Interest Rates? No Problem. Raising Valuation? Why Not…
37. Michigan Bus Tour: Motoring from Jackson to Detroit in Style
38. NYLD Mgmt. Call – Conservative Growth Guidance, Managing Expectations; Should Over-Deliver - Visibility Will Be Key
39. “Summer Nights” Means New Summer Flings – Tell Me About It; Upgrading, Downgrading and Making an M&A Call
40. SR Mgmt. Roadshow – Pathway for LT Growth Now More Visible; M&A? No Longer in Acquisition Mode
41. DUK Mgmt. Roadshow – Growth Concerns? Nothing to See Here, But Some Value Left on the Sidelines
42. CMS Mgmt. Roadshow – Consistent Showing: Another Day, Another Dollar; A Key Name We Are Watching
43. SRE – Follow-up Mgmt. Meeting - Crystal Clear Upside and “Active” Optimization Plan…Eventually: the Re-rating Will Come
44. SRE – Analyst Day - It’s the Simple Things in Life: One Way or Another, Actively Seeing a Re-Rating Story
45. PEG - Mgmt. NDR: Jersey Strong through the Midwest
46. D/SCG – Testing Dominion’s Patience? May Stick This Out…For Now... but Policy-Makers Playing a Dangerous Game
47. LNT - Mgmt. Roadshow: In Messy Times Everyone Appreciates a “Clean Story”….
48. ETR – No Introduction Needed: Analyst Day Highlights Above Avg., Undervalued, Regulated Growth Story w/ Upside
49. SRE – “Active” Analyst Day Preview: Keys to Unlocking Value Within Reach?
50. OGE/AEP – Okie Dokie in Oklahoma? Depends Which Way the Wind Blows
51. EVRG – Click, Click, There’s No Place Like Home: Top-tier Growth w/ Buybacks & Solid Risk-Adjusted Upside vs Peers
52. VST - Inline Analyst Day Comes with Buybacks, NT Deleveraging - Remains a Step Function, Catalyst Driven Story
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 208 54.45% 34 16.35%

NEUTRAL 165 43.19% 6 3.64%

SELL 9 2.36% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers
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on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.
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Ticker Price Rating
D 77.15 Buy
DUK 92.15 Buy
ETR 112.10 Buy
EXC 46.24 Buy
NEE 224.01 Buy
NJR 44.52 Neutral
PNW 94.50 Neutral
SRE 141.43 Buy

 

 Power, Utilities & Alternative Energy August 28, 2019

The Guggenheim Daily Transmission: DUK, NC,
SRE, ETR, NEE, D, NJR, PNW, EXC, Policy

For other Guggenheim Hosted Client Utility Events including
Annual TX Power, Gas and Wires Bus Tour, EEI Meetings/
Utility Dinners, NDR schedule among other events, scroll
down

DUK/NC/Policy – Conference committee appointed to reconcile after concurrence
session for SB 559 failed

SRE – Mexican government administration reaches deal on pipeline dispute

ETR – Intervenors have requested hearings in ETR Texas transmission line approval

NEE – FPSC staff send note on TCJA regulatory account use

NEE – MVP additional variance request approved by FERC

NEE – Additional complaints filed against MVP

D – The NC Attorney General’s Office to intervene in NC rate case

NJR – PA Independent Oil & Gas Association supports the approval of Adelphia

PNW – APS responds to ACC questions over service disconnections

EXC – Illinois government relations head departs

DUK/NC/Policy – Conference committee appointed to reconcile after concurrence
session for SB 559 failed

• SB 559 failed (14 to 31) in its concurrence session yesterday as the Senate rejected the
modification to the bill in the House. As a result, a conference committee has been formed
to work toward a reconciliation. For more information on the procedural, see HERE.

• Link to SB 559 HERE.

Guggenheim takeaway: We will continue to track the progress of the bill. The bill was
approved in the House on Aug 20th but with a significant modification (a study on alternative
ratemaking methodologies instead of authorizing a multi-year rate plan). We note that while
the modification of the bill is disappointing, the passage of the bill was not likely to be a
big earnings driver, in our view, but rather just a way to smooth out earnings with reduced
regulatory lag. We remain constructive on DUK with its growth outlook and note that the key
LT potential catalysts for the stock include commercial and regulated renewables, Carolinas
rate cases, ACP resolution, Florida undergrounding, and SoBRA extension, among other
items. See our note HEREfor more details.

SRE – Mexican government administration reaches deal on pipeline dispute

• WSJ reports a final agreement has been reached between Mexico and pipeline
operators.

• The report cites President Andres Manuel Lopez Obrador (AMLO) issuing constructive
statements through a morning news conference.

• The contract fees are said by the government to have been reduced by removing future
cost escalation but extending the contract length.
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Guggenheim takeaway: Constructive datapoint that we see putting the Mexico overhang
largely to rest. The economics of the SRE projects are unlikely to get hurt, in our view, as
force majeure payments seem to remain within the renegotiated contracts and lost revenues
from escalation will only impact later years (i.e. less impact on IRR), while the extended
contract tenure provides potential future risk mitigation. For our recent NDR with SRE, see
HERE where we discussed this potential settlement, among other items.

ETR – Intervenors have requested hearings in ETR Texas transmission line approval

• James Lord and his representation have requested a hearing on the ETR transmission
line approval due to the proposed line passing through James Lord’s property.

• Deadline for Commission Staff to request a hearing is September 9,

• Docket: 49715

Guggenheim takeaway: Data point on procedural schedule will now likely include a
hearing. Overall this line is a small incremental growth driver for ETR in Texas.

NEE – FPSC staff send note on TCJA regulatory account use

• FPSC staff issues a memo regarding TCJA credit recognition in accordance with the
Stipulation and Settlement Agreement that the Commission previously approved.

• FPL will vary the portion of Reserve Amount amortized over the next 12 months to
maintain its actual return on equity within the range of 9.6% to 11.6%.

• FPSC expects FPL to earn an 11.6% ROE in 2019.

Guggenheim takeaway: Interesting datapoint on FPL performance in 2019.

NEE – MVP additional variance request approved by FERC

• MVP developer submitted an additional variance request for MVP filed August 20, 2019.

• FERC approved MVP to modify to change the crossing method for nine waterbodies and
one wetland from an dry open-cut to a conventional bore. Use of the bore construction
technique should result in a reduction in impacts on aquatic resources.

• Docket: CP16-10.

Guggenheim takeaway: While the pipeline has faced complaints and calls to deny variance
requests, developer push to get MVP built continues. MVP’s developer EQM midstream
(EQM) announced an administrative / easement solution (noted HERE) and has been filing
several variance requests and monitoring reports in the meantime.

NEE – Additional complaints filed against MVP

• More concerns are being filed against MVP construction, with intervenors alleging
improper approval of variance requests and inadequate transparency round approval
processes.

• The intervenors allege: “These requests by MVP have fundamentally changed the
conditions of its FEIS and Certificate. It has now sought “change of crossing methods”
for more than 40 streams and wetlands while not been reviewed by any regulatory
agencies, like WV DEP, VA DEQ or the USACE. It has also eliminated the transparency,
participation and collaboration required by FERC’s Open Government Initiative Policy
and FERC’s 2016 Open Government Plan”.

• Docket: CP16-10.

Guggenheim takeaway: Another datapoint in the complaints mounting against MVP and
the associated interconnects. MVP’s developer EQM midstream (EQM) announced an

GUGGENHEIM SECURITIES, LLC Page 2See pages 12 - 13 for analyst certification and important disclosures.

POWER, UTILITIES & ALTERNATIVE ENERGY

August 28, 2019

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:29 PM. 127

Attachment SDR-ROR-10(c)
127 of 587

https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=9ee1c319-f7a8-4f8e-9041-d722b0cb2eb0&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
http://interchange.puc.texas.gov/Search/Filings?ControlNumber=49715
https://elibrary.ferc.gov/idmws/file_list.asp?accession_num=20190621-5239
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=8569fd1c-0b71-444b-8562-d21ffc0643f6&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://elibrary.ferc.gov/idmws/file_list.asp?accession_num=20190621-5239


administrative / easement solution (noted HERE) and has been filing several variance
requests and monitoring reports in the meantime.

D – The NC Attorney General’s Office to intervene in NC rate case

• The NC Attorney General’s Office has made a filing in D’s NC rate case indicating that
it will be an intervenor in the case.

• Docket E-22 Sub 562.

Guggenheim takeaway: For your tracking of the progress on the case. Recall that staff
filed testimony recommending an ROE of 9.0% with a 50% equity ratio vs. the company’ s
ask of 10.75% ROE with a 53.65% equity ratio. Alternatively, the staff also proposed another
recommendation that allows for 53.65% equity ratio but at an 8.75% ROE. We will note
that the staff’s recommendations just set the starting points for a negotiation process as the
case proceeds.

NJR – PA Independent Oil & Gas Association supports the approval of Adelphia

• The PA Independent Oil & Gas Association has filed a letter with FERC showing its
support for an approval of the project.

• Search for Docket CP18-46-000/001 HERE.

Guggenheim takeaway: We will continue to track the progress on this docket. Note that
Adelphia received its Environmental Assessment in Jan. 2019 and is still waiting for its
Certificate of Public Convenience and Necessity (CPCN). The delay in getting a CPCN
causes Adelphia’s construction to span over 2019 and 2020 versus in 2019. See our 2Q19
note HEREand our upgrade note HERE.

PNW – APS responds to ACC questions over service disconnections

• APS has responded to the ACC’s questions related to service disconnections, with many
of the customer-specific questions redacted/confidential.

• Docketed file available HERE.

Guggenheim takeaway: Stay tuned for Brandt’s appearance next week.

EXC – Illinois government relations head departs

• The lead for state government relations in Illinois has departed EXC following reports
that he had been reprimanded internally.

• More HERE.

Guggenheim takeaway: For your awareness. While the timing is unfortunate - the company
navigates a slew of major policy items in the state - we remain of the view that EXC remains
well positioned thanks to the environmental and economic attributes of its fleet. We remain
on the lookout for any and all policy data points from Madigan et al. heading into the fall.
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Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour
 

 

Equity Research  |  Corporate Access 

Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour 
Please join us in the Lone Star state for two days of meetings in Dallas and Houston, 

featuring C-Suite from Vistra, Sempra (Oncor), CenterPoint, NRG and Entergy. We 

will be focused on several sector themes including ERCOT market dynamics, de-

regulated power markets and regulated T&D growth opportunities in and outside of 

TX, with the trip conveniently timed with the all-important peak summer season and 

Q3 earnings. 

Dates and Locations 

September 19 | Dallas 
September 20 | Houston 

Thursday, September 19 | Dallas 

10:00 AM |Vistra Energy Corp. (VST) 
David Campbell, CFO and team members 

1:00 PM | Sempra Energy (SRE) / Oncor 
Trevor Mihalik, CFO of Sempra Energy; Allen Nye, CEO of Oncor; Don Clevenger, CFO of 
Oncor and other management team  

Fly to Houston and have dinner with Guggenheim Team 

Friday, September 20 | Houston  
8:00 AM | CenterPoint Energy, Inc. (CNP) 
Xia Liu, CFO; Kenny Mercado, CIO (Chief Integration Officer) and other team members 

10:00 AM | NRG Energy Inc. (NRG) 
Mauricio Gutierrez, CEO; Elizabeth Killinger, Head of Mass Retail; Robert Gaudette, Head of 
Business Solutions 

1:00 PM | Entergy Corporation (ETR) 
Drew Marsh, CFO Entergy Corp, Sallie Rainer, President and CEO of Entergy Texas and other 
team members (close distance from airport) 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 

Logistics 

Transportation details, logistics and hotel recommendations to follow 

Houston Hotel: We ask all attendees to book hotel rooms at The Four Seasons Houston 
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Guggenheim's 2019 EEI Invite & Schedule

Dates 
November 10-12, 2019 

Company Dinners (Hosted by Guggenheim) 

 

Company Meetings 
*More Utilities will be added and we will update schedule accordingly* 

 

 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 
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Guggenheim's Power & Utility Comp Sheet

 

Price as of Close8/27/2019 Guggenheim Consensus

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings

Cap ($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AEP American Electric Power 44.8 Neutral $82 $90.67 3.1% 63% 494 4.20   4.44   4.71   4.93   21.6 20.4 19.3 18.4 4.14   4.41   4.68   4.94   21.9 20.6 19.4 18.3

ALE ALLETE 4.4 Neutral $86 $85.18 3.0% 66% 52 3.57   3.88   4.17   4.28   23.9 22.0 20.4 19.9 3.56   3.86   4.18   4.28   23.9 22.1 20.4 19.9

AVA Avista* 3.1 Neutral $43 $46.74 3.5% 80% 66 1.93   2.05   2.23   2.41   24.2 22.8 21.0 19.4 2.54   1.98   2.15   2.41   18.4 23.6 21.7 19.4

CMS CMS Energy 17.8 Neutral $59 $62.56 2.6% 61% 284 2.50   2.69   2.88   3.07   25.0 23.3 21.7 20.4 2.50   2.67   2.87   3.07   25.0 23.4 21.8 20.4

DUK Duke Energy 67.1 Buy $99 $92.15 4.3% 75% 729 5.10   5.26   5.57   5.91   18.1 17.5 16.5 15.6 4.95   5.17   5.42   5.80   18.6 17.8 17.0 15.9

ED Consolidated Edison 29.2 Neutral $89 $88.04 3.5% 66% 332 4.36   4.61   4.79   4.94   20.2 19.1 18.4 17.8 4.35   4.58   4.76   4.90   20.2 19.2 18.5 18.0

EIX Edison International* 26.3 Suspended NA $73.33 NA NA 358 NA NA NA NA NA NA NA NA 4.66   4.56   4.73   - 15.7 16.1 15.5 -

ES Eversource Energy 26.1 Neutral $76 $80.56 2.8% 60% 324 3.49   3.68   3.86   4.05   23.1 21.9 20.9 19.9 3.45   3.65   3.86   4.09   23.4 22.1 20.9 19.7

ETR Entergy 22.3 Buy $113 $112.10 3.4% 67% 199 5.30   5.63   5.97   6.34   21.2 19.9 18.8 17.7 5.28   5.57   5.93   6.29   21.3 20.1 18.9 17.8

EVRG Evergy 15.4 Buy $70 $65.29 3.2% 67% 235 2.93   3.14   3.32   3.52   22.3 20.8 19.7 18.5 2.89   3.16   3.31   3.47   22.6 20.6 19.7 18.8

FE FirstEnergy 24.5 Buy $49 $45.43 3.5% 63% 540 2.46   2.51   2.66   2.81   18.5 18.1 17.1 16.2 2.48   2.48   2.64   2.78   18.3 18.3 17.2 16.3

LNT Alliant Energy 12.4 Neutral $44 $52.34 2.9% 64% 238 2.27   2.37   2.50   2.69   23.1 22.1 20.9 19.5 2.26   2.43   2.54   2.66   23.2 21.6 20.6 19.7

PCG PG&E Corporation* 5.9 Suspended NA $11.22 0.0% 0% 529 NA NA NA NA NA NA NA NA 3.82   3.71   3.70   4.95   2.9 3.0 3.0 2.3

PNW Pinnacle West 10.6 Neutral $104 $94.50 3.4% 63% 112 4.78   5.04   5.28   5.63   19.8 18.8 17.9 16.8 4.77   5.03   5.30   5.58   19.8 18.8 17.8 17.0

POR Portland General Electric 5.0 Neutral $50 $56.32 2.9% 63% 89 2.40   2.56   2.73   2.77   23.5 22.0 20.6 20.3 2.40   2.56   2.72   2.81   23.4 22.0 20.7 20.0

PPL PPL Corporation 21.1 Neutral $34 $29.18 5.7% 66% 722 2.44   2.51   2.50   2.66   12.0 11.6 11.7 11.0 2.43   2.52   2.48   2.66   12.0 11.6 11.8 11.0

SO Southern Company 60.4 Neutral $56 $57.76 4.4% 81% 1045 3.05   3.15   3.31   3.46   18.9 18.3 17.5 16.7 3.03   3.15   3.27   3.47   19.1 18.3 17.6 16.6

WEC WEC Energy 30.1 Buy $93 $95.31 2.6% 67% 315 3.52   3.73   3.98   4.26   27.1 25.6 23.9 22.4 3.53   3.75   3.98   4.26   27.0 25.4 23.9 22.4

*Average (Excl. PPL for P/E) 3.3% 67% 22.0 20.8 19.6 18.6 21.7 20.9 19.7 18.7

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NI NiSource 10.9 Buy $31 $29.24 2.7% 61% 373 1.32   1.37   1.47   1.58   22.2 21.3 19.9 18.5 1.31   1.39   1.48   1.59   22.4 21.1 19.8 18.4

NJR New Jersey Resources 4.0 Neutral $45 $44.52 2.7% 61% 90 1.97   2.17   2.36   2.54   22.6 20.5 18.9 17.5 1.96   2.14   2.39   2.54   22.7 20.8 18.7 17.5

NWN NW Natural Gas 2.1 Sell $56 $70.24 2.7% 79% 30 2.40   2.50   2.62   2.67   29.3 28.1 26.8 26.3 2.40   2.53   2.65   2.67   29.3 27.8 26.5 26.3

SJI South Jersey Industries 2.9 Buy $35 $31.50 3.7% 104% 92 1.12   1.60   1.74   1.90   28.1 19.7 18.1 16.6 1.10   1.56   1.73   1.88   28.6 20.2 18.2 16.8

SR Spire 4.2 Neutral $87 $82.11 2.8% 63% 51 3.78   4.01   4.17   4.45   21.7 20.5 19.7 18.5 3.75   3.90   4.07   4.37   21.9 21.1 20.2 18.8

Average     2.9% 74% 24.8 22.0 20.7 19.5 25.0 22.2 20.7 19.6

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

EXC Exelon 44.9 Buy $53 $46.24 3.1% 46% 972 3.13   3.05   3.02   3.08   14.8 15.2 15.3 15.0 3.14   3.10   2.99   3.20   14.7 14.9 15.5 14.4

PEG PSEG 30.1 Buy $64 $59.46 3.2% 59% 506 3.23   3.50   3.55   3.72   18.4 17.0 16.7 16.0 3.24   3.43   3.48   3.78   18.3 17.3 17.1 15.7

Average     3.1% 52% 16.6 16.1 16.0 15.5 16.5 16.1 16.3 15.1

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDACap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NRG NRG Energy 8.9 Buy $51 $35.37 0.3% 0% 253 1,975 1,890 1,843 1,799 7.2 7.2 7.1 7.2 1,946 1,915 1,805 1,799 7.2 7.2 7.7 NA

VST Vistra Energy 11.8 Buy $39 $23.99 2.1% 0% 492 3,367 3,315 3,379 3,481 6.8 6.7 6.5 6.0 3,256 3,296 3,049 3,481 6.5 6.1 6.3 NA

Average 7.0 7.0 6.8 6.6 6.8 6.6 7.0 NA

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CNP CenterPoint 13.7 Buy $32 $27.28 4.3% 69% 502 1.67   1.68   1.81   1.97   16.3 16.2 15.1 13.8 1.65   1.78   1.89   1.93   16.6 15.3 14.4 14.1

D Dominion 63.4 Buy $86 $77.15 4.8% 87% 822 4.24   4.44   4.68   4.92   18.2 17.4 16.5 15.7 4.18   4.39   4.63   4.89   18.5 17.6 16.7 15.8

DTE DTE Energy 23.9 Buy $140 $130.40 2.9% 60% 183 6.25   6.67   7.18   7.59   20.9 19.6 18.2 17.2 6.24   6.58   7.06   7.50   20.9 19.8 18.5 17.4

NEE NextEra 107.3 Buy $230 $224.01 2.2% 57% 479 8.55   9.26   9.99   10.65 26.2 24.2 22.4 21.0 8.40   9.08   9.83   10.50 26.7 24.7 22.8 21.3

OGE OGE Energy 8.5 Neutral $43 $42.70 3.5% 70% 200 2.14   2.30   2.41   2.51   20.0 18.6 17.7 17.0 2.13   2.29   2.41   2.49   20.1 18.6 17.7 17.1

SRE Sempra Energy 38.8 Buy $158 $141.43 2.8% 64% 275 6.08   7.21   7.65   7.92   23.3 19.6 18.5 17.9 6.02   6.99   7.79   7.86   23.5 20.2 18.2 18.0

Average     3.2% 68% 20.8 19.3 18.1 17.1 21.0 19.4 18.0 17.3

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AWK American Water Works 22.6 Neutral $105 $125.10 1.6% 54% 181 3.61   3.96   4.27   4.60   34.7 31.6 29.3 27.2 3.59   3.90   4.24   4.67   34.8 32.1 29.5 26.8

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDACap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CWEN Clearway Energy 3.7 Suspended NA $17.33 NA NA 183 NA NA NA NA NA NA NA NA 971    1,051 1,156 NA 9.3 8.6 7.8 -

NEP NextEra Energy Partners 2.8 Buy $56 $50.35 4.1% NA 56 1,276 1,383 1,532 1,660 9.3 8.9 8.8 0.0 1,162 1,328 1,537 1,503 10.2 9.3 8.8 8.9

(1)  Regulated utilities deliv er pow er to end-use customers v ia regulated transmission & distribution (T&D) infrastructure; v ertically  integrated utilities w ith regulated or mostly  contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as w ell as div ersified utilities w ith a business mix  largely  comprised of gas infrastructure and related activ ities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activ ities).

(3)  Integrated utilities ow n and operate regulated T&D franchises, as w ell as un-regulated pow er generation w ith commodity  ex posure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility ) pow er plants that compete to sell pow er in w holesale markets or through retail marketing businesses.

(5)  Mult-Industry  Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-pow er unregulated activ ities (i.e. midstream, renew able dev elopment, energy  trading, etc.).

Source:  Bloomberg, Guggenheim Securities, LLC estimates.

Shahriar (Shar) Pourreza, CFA James Kennedy Constantine Lednev Khanh Nguyen, CFA

Managing Director Vice President Vice President Vice President

Other Rating

Multi-Industry Utilities (5) Rating

Regulated Electric Utilities (1) Rating

Integrated Utilities (3) Rating

Rating
Independent Power Producers 

(IPPs) (4)

Regulated Gas Utilities (2) Rating

O 212.651.0847

Constantine.Lednev@GuggenheimPartners.com

O 212.518.5862

M 973.632.6304

Shahriar.Pourreza@guggenheimpartners.com

spourreza2@bloomberg.net 

O 212.823.6561

Khanh.Nguyen@guggenheimpartners.com

O 212.823.6741

James.Kennedy@guggenheimpartners.com

Rating
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Share Price Performance (Year-to-Date)

 

Year-to-Date Share Price Performance

Note: We are currently restricted on EIX and PCG
(1)  Regulated utilities deliv er pow er to end-use customers v ia regulated transmission & distribution (T&D) infrastructure; v ertically  integrated utilities w ith regulated or mostly  contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as w ell as div ersified utilities w ith a business mix  largely  comprised of gas infrastructure and related activ ities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activ ities).

(3)  Integrated utilities ow n and operate regulated T&D franchises, as w ell as un-regulated pow er generation w ith commodity  ex posure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility ) pow er plants that compete to sell pow er in w holesale markets or through retail marketing businesses.

(5)  Mult-Industry  Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-pow er unregulated activ ities (i.e. midstream, renew able dev elopment, energy  trading, etc.).

Source:  Bloomberg, Guggenheim Securities, LLC estimates.
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Guggenheim 2019 Non Deal Roadshow Schedule

MORE TO BE ADDED… 

 

 

 

Ticker Dates Regions  Ticker Dates Regions  

Commissioner 
Roundtable 

1/23 NYC SJI 6/19 NYC/NJ/CT  

FE 1/22-1/23 Boston/NYC PEG 6/24-6/26 Midwest  

D 2/25-2/26 Boston/NYC AWK 7/9-7/10 Midwest  

WEC 2/28-3/1 West Coast SRE 7/17-7/18 West Coast  

EXC 3/7-3/8 Dallas/Houston ES (Dinner) 8/12 NYC  

PNW 3/11-3/13 Midwest EVRG 8/20-8/21 Midwest  

ALE 4/2-4/4 West Coast NRG 9/10 Chicago  

DTE 4/5 Boston ETR 9/11 Boston  

ED 4/24 NYC  ETR 9/12 KC/Minni  

POR 4/29-4/30 West Coast  ETR 9/13 Chicago  

VST 5/8-5/9 West Coast  SJI 9/17 NYC/Boston  

PPL 5/22-5/23 NYC  SJI 9/18 NYC/Boston  

DTE 5/29-5/30 NYC 
 Texas Trip 

(CNP, ETR, NRG, 

SRE, VST) 
9/19-9/20 Dallas/Houston 

 

LNT 6/4 Boston  ED 9/27 Boston  

DUK 6/6-6/7 Midwest  NEE 10/3-10/4 Midwest  

CWEN 6/13-6/14 Midwest  CMS 12/3-12/4 Texas  
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Key Events Calendar - August 2019

Power and Utilities: Coverage Calendar

Date Ticker Event / Proceeding Utility State Docket Description

8/1/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494 Objection to Intervenors' Direct Testimony - Staff Filing 

8/1/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494 Commission Staff Direct Testimony

8/1/2019 CMS Natural Gas Rate Case Consumers Energy Co. MI C-U-20322 PFD

8/1/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001 OCA & Intervenor Direct Testimony

8/1/2019 CMS Gas Rate Case Consumers Energy Co. MI C-U-20322 ALJ proposed decision expected in gas rate case

8/1/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 OCA & Intervenor Direct Testimony 

8/2/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6 OUCC and intervenors file their respective cases-in-chief

8/2/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR Response of Non-participating Parties to Settlement

8/2/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Response of Non-participating Parties 

8/5/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Settlement conference 

8/6/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Settlement conference 

8/7/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366   Avista files Reply Testimony. 

8/7/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Hearing 

8/7/2019 SO Natural Gas Rate Case Virginia Natural Gas Inc. VA C-PUR-2019-00095  Staff Report 

8/8/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Response to Objections to Intervenors' Direct Testimony 

8/8/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Deadline for Discovery on Staff's and Intervenors' Direct 

Testimony 8/8/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Hearing 

8/8/2019 SO Natural Gas Rate Case Northern Illinois Gas Co. IL D-18-1775  Exceptions to Proposed Order 

8/8/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  Hearing 

8/8/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Hearing (at least 50 days before rates)  

8/9/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Objections to Staff's Direct Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  AEP Texas Rebuttal Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Intervenor/Staff Cross-Rebuttal Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Responses to Objections to Staff's Direct Testimony 

8/13/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Final Date of First Round of Rolling Data Requests  

8/13/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Staff and Intervenor rebuttal testimony 

8/13/2019 EXC Electric Rate Case Pepco MD MD D-9602   Final order due 

8/14/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Deadline to Request a Prehearing Conference 

8/14/2019 SO Natural Gas Rate Case Virginia Natural Gas Inc. VA C-PUR-2019-00095  Response 

8/14/2019 NWN Natural Gas Rate Case Northwest Natural Gas Co. WA D-UG-181055  CancelledSettlement and Evidentiary Hearing(previously, 

Evidentiary Hearing) 8/15/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6  Duke Energy Indiana will file its rebuttal 

8/15/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  OCA & Intervenor Rebuttal to Each Other 

8/15/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Direct Testimony 

8/15/2019 SO Natural Gas Rate Case Northern Illinois Gas Co. IL D-18-1775  Replies to Exceptions 

8/15/2019 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002  OCA & Intervenor Direct Testimony  

8/16/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Objections to Rebuttal / Cross-Rebuttal Testimony; Deadline 

for Discovery on Rebuttal / Cross-Rebuttal Testimony; 8/16/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Staff/OPC/Intervenortestimony due 

8/19/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Prehearing conference (if requested) 

8/19/2019 DUK Natural Gas Rate Case Piedmont Natural Gas Co. NC G-9, Sub 743  Hearing 

8/19/2019 ED Electric Rate Case Consolidated Edison Co. of NY NY C-19-E-0065  Start of Evidentiary Hearings 

8/19/2019 ED Electric Rate Case Consolidated Edison Co. of NY NY C-19-E-0066  Start of Evidentiary Hearings 

8/20/2019 AEP Electric Rate Case Southwestern Electric Power Co AR D-19-008-U  Rebuttal Testimony (Company) 

8/20/2019 AEP Electric Rate Case Indiana Michigan Power Co. IN Ca-45235  OUCC & Intervenor Cases-in-Chief 

8/20/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/20/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366  Settlement Conference; hosted by Staff. 

8/21/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/21/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Staff and Intervenor Testimony 

8/22/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/22/2019 ETR Natural Gas Rate Case System Energy Resources LA EL18-142-001  Rebuttal   testimony   on   ROE   by   Complainants   and   

Supporting Intervenors 8/22/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Initial Post Hearing Briefs 

8/22/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Rebuttal to Each Other 

8/22/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Company surrebuttal testimony  

8/22/2019 PJM Markets and Reliability Comitee0    -    -                                                                                               -  

8/22/2019 DTE IRP DTE Electric MI U-20471  Rebuttal Testimony      

8/23/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/23/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Natural Gas Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Gas)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Electric Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Elec)  Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Natural Gas Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Gas)  Offered Evidence Direct : Intervenor and Commission Staff 

8/26/2019 DTE IRP DTE Electric MI U-20471  Motions to Strike  

8/26/2019 DTE IRP DTE Electric MI U-20471  Cost Estimate Update   

8/27/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Responses on First Round  

8/30/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6  Evidentiary hearing 

8/30/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  IPL Reply Testimony to OCA and Intervenors 

8/30/2019 DTE IRP DTE Electric MI U-20471  Responses to Motions  

8/30/2019 DTE IRP DTE Electric MI U-20471  Responses to Cost Update      

8/30/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001  IPL Reply Testimony  

Source: Company filings, Guggenheim Securities, LLC.

GUGGENHEIM SECURITIES, LLC Page 9See pages 12 - 13 for analyst certification and important disclosures.

POWER, UTILITIES & ALTERNATIVE ENERGY

August 28, 2019

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:29 PM. 134

Attachment SDR-ROR-10(c)
134 of 587



Key Research

Guggenheim's Forward Commodity Curves

• Forward Commodity Curves for Power & Utility Modeling

Key Industry Research
1. PJM: Not So Fast - FERC Puts the Brakes on August Auction

2. Utility and IPP 2Q19 Model Sweep

3. ERCOT: Guggenheim Texas Power Market Luncheon Recap
4. Illinois Policy: In the Land of Lincoln, Uncertainty Reigns
5. Policy Speaker Series Recap on Energy and Capacity: Perpetual State of Reforms Same as It Ever Was
6. Open Dialogue with MO, WA Commissioners - Walking Away Incrementally Positive on Both Jurisdictions
7. Major Change at CPUC Cometh? Follow Up on Potential CPUC Movements, Governor's Chance to Reset CPUC Agenda
8. 2019 Utility Outlook: We Didn’t Hear A Bell… “Nothing's Over 'Til It's Over;” One More Round for Utilities
9. California Wildfire Wrap – You Can Check Out, but You Can Never Leave
10. Guggenheim's 2018 EEI Summary
11. Guggenheim EEI Takeaways - Day 3
12. Guggenheim EEI Takeaways - Day 2
13. Guggenheim EEI Takeaways - Day 1
14. Guggenheim EEI - Investor Question Bank
15. PJM: No Country for Common Ground; Reply Briefs Land at FERC
16. PJM: You May Ask Yourself, Well How Did I Get Here? Back to the Commission for the Main Show
17. Coal/Nuclear: Will Politics “Trump” Reality
18. CA Policy Crash Course: Don’t Hold Your Breath For a Wildfire Resolution….
19. February Meter Reading - Yield “Almost” Catching Up with Utility Valuations; Lowering Our PTs and Looking Beyond Bond

Surrogates
20. PJM Capacity Auction: Introducing Prelim-2021/22 Pricing Forecasts – Well…It’s Not Getting Much Worse, Projected Pricing Mixed

Key Company Research
1. DUK - SB 559 Moves Along, Pushing Out a Decision on Alternative Ratemaking to March ‘20
2. VST: Vistra Lassos Ambit Energy
3. ES: Very Constructive Dinner Among Friends Despite “Some” Being New England Sports Fans
4. SRE NDR: Step Up Growth Investors; Utility-Like Risk With Outsized Returns - How Do We Get There?
5. AWK NDR: No Water Shortages Here; Growth Not Drying Up Anytime Soon
6. NJR: Upgrade to NEUTRAL (from SELL) as Laggard Performance Balances OK with Fundamental Outlook
7. PEG NDR: NJ Clean Energy Agenda and Dipping the Toes in the Jersey Shore
8. SJI NDR: Tale from the Road - In the Market for a Value Play w/Solid Growth Prospects? … Look No Further
9. PPL - A Quandary Unlike Any Other
10. NEE/NEP: High End Is the New Low End, When You Think the Runway Ends, “They’re Just Getting Started”; Raising PT
11. SJI: Revising to BUY - Back In Jersey’s Hands & Steering The Ship Into Calmer (Mostly Regulated) Waters
12. LNT: For a Good Night’s Sleep, Take Alliant
13. NRG: More Down‘Stream’ Retail Expansion
14. VST NDR - What’s with All the Fuss… We Would Be Aggressive Buyers Here
15. ED NDR: Ripe in the Big Apple… - Solid Utility? Yes… But Undervalued? That’s Debatable
16. D: Guggenheim Policy Speaker, Atlantic Coast Pipeline Discussion | The Project Will Be Built
17. ALE NDR: TA-CO-NITE! Winds of Change Are Blowing in the Right Direction…
18. DTE – On the Road with Mgmt. – 80/20 Rule Need Not Apply; Solid Strategy, Supported by Good People
19. CMS – MPSC Telegraphing Constructive Regulatory Signals in CMS Gas Rate Case – Solid Footing
20. SRE: Simplicity is the Ultimate Sophistication…
21. VST: Another Day, Another Illinois Policy Proposal
22. D: Msg Delivered on Time/on Budget; Inline Analyst Day Cements Solid Base to Work Off Of--Execution/Patience is Key
23. VST: Clearing the Air in Illinois: MPS Resolution Draws Closer
24. PNW NDR: It's Just Another Political Cycle – Agendas More Aligned: Relationships Will Be Re-“Stored”
25. D: Guggenheim Policy Speaker, Millstone Discussion | Connecticut Un-Quarked: They Will Likely Get It Done, We Are Holding

Our Breath
26. EXC NDR: State Rescue Cometh - Deeper Dive
27. WEC NDR: Putting the WEC in WECC; Western NDR Highlights a Premium Utility with Valuation Concerns on Back Burner
28. D: NDR – Coming Out Party Well Received - March Madness Continues
29. PEG 4Q Preview and Mini Drill-Down - Looking Good from All Angles
30. VST: Bulking Up the Integrated Model with Some Eastern Retail: VST Acquires Crius Energy
31. FE NDR: Time Is the Furthest Distance Between Two Points…
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32. POR: Bringing Portland to the Heartland: Capex, Policy, and RFPs Dominate Our NDR
33. D/SCG: Global Settlement Reached; Upgrading SCG to BUY On Improved Merger Outlook
34. SRE: Another Day, Another Dollar: Buying Low; Selling High
35. NRG: The Texas Two Step - Front Seat for a Sizable Buyback Show? Past the Debut; We’re Now Here for the Climax
36. NEE – Mgmt. Roadshow: Rising Interest Rates? No Problem. Raising Valuation? Why Not…
37. Michigan Bus Tour: Motoring from Jackson to Detroit in Style
38. NYLD Mgmt. Call – Conservative Growth Guidance, Managing Expectations; Should Over-Deliver - Visibility Will Be Key
39. “Summer Nights” Means New Summer Flings – Tell Me About It; Upgrading, Downgrading and Making an M&A Call
40. SR Mgmt. Roadshow – Pathway for LT Growth Now More Visible; M&A? No Longer in Acquisition Mode
41. DUK Mgmt. Roadshow – Growth Concerns? Nothing to See Here, But Some Value Left on the Sidelines
42. CMS Mgmt. Roadshow – Consistent Showing: Another Day, Another Dollar; A Key Name We Are Watching
43. SRE – Follow-up Mgmt. Meeting - Crystal Clear Upside and “Active” Optimization Plan…Eventually: the Re-rating Will Come
44. SRE – Analyst Day - It’s the Simple Things in Life: One Way or Another, Actively Seeing a Re-Rating Story
45. PEG - Mgmt. NDR: Jersey Strong through the Midwest
46. D/SCG – Testing Dominion’s Patience? May Stick This Out…For Now... but Policy-Makers Playing a Dangerous Game
47. LNT - Mgmt. Roadshow: In Messy Times Everyone Appreciates a “Clean Story”….
48. ETR – No Introduction Needed: Analyst Day Highlights Above Avg., Undervalued, Regulated Growth Story w/ Upside
49. SRE – “Active” Analyst Day Preview: Keys to Unlocking Value Within Reach?
50. OGE/AEP – Okie Dokie in Oklahoma? Depends Which Way the Wind Blows
51. EVRG – Click, Click, There’s No Place Like Home: Top-tier Growth w/ Buybacks & Solid Risk-Adjusted Upside vs Peers
52. VST - Inline Analyst Day Comes with Buybacks, NT Deleveraging - Remains a Step Function, Catalyst Driven Story
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 208 54.45% 34 16.35%

NEUTRAL 165 43.19% 6 3.64%

SELL 9 2.36% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers
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on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.
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Diversified Utilities / IPPs / United States of America

Stock Rating Overweight
Industry View Attractive
Price target $60.00
Shr price, close (Aug 26, 2019) $45.68
Mkt cap, curr (mm) $44,492
52-Week Range $51.18-42.19

Fiscal Year EndingFiscal Year Ending 12/1812/18 12/19e12/19e 12/20e12/20e 12/21e12/21e

ModelWare EPS ($) 3.12 3.12 3.21 3.19
Prior ModelWare EPS
($)

- 3.10 3.20 3.24

P/E 14.4 14.7 14.2 14.3
EPS ($)§ 3.12 3.13 3.07 2.99
Div yld (%) 3.1 3.2 3.3 3.5

Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare
framework
§ = Consensus data is provided by Thomson Reuters Estimates
e = Morgan Stanley Research estimates

 Stock Rating

Overweight

 Industry View

Attractive

 Price Target

$60.00

Exelon CorpExelon Corp   ||  North America North America

Stock Pricing in No Merchant
Value Outside ZECs; Upgrading
to OW

After backing out the utility, EXC's shares price in no value for
its 32 GW unregulated merchant fleet (except Zero Emission
Credit payments), despite strong FCF generation. We also see
free optionality on IL legislation that could offer +$4/share.
Our $60 PT implies 32% upside plus a 3.2% yield.

WHAT'S
CHANGED

 Exelon Corp (EXC.N) From To
Rating Equal-weight Overweight
Price Target $56.00 $60.00

We are upgrading EXC to Overweight as we believe the market is mispricing its

merchant generation business, ExGen. Taking the current $45/share market price

and backing out the value of the regulated utilities at ~$43/share leaves just

$2.8/share of value for ExGen, equivalent to the present value of the Zero

Emission Credits (ZECs) provided by various states. The market thus assigns no

additional value to ExGen's 32 GW fleet, which we value at $11/share, and gives

no value for potential favorable legislation in Illinois, which we value at $4/share.

Given our view that this legislation in IL is likely to be enacted, we are including

this benefit in our revised PT of $60, which offers 32% upside along with a 3.2%

dividend yield.

We think the stock's 16% sell-off vs. peers YTD is overdone and provides a good

entry point to own a strong cash flow generating merchant business with

opportunities for upside. While we acknowledge several potential overhangs

remain, particularly FERC's decision on competitive market rule changes and a

federal investigation into a utility lobbyist in Illinois, we think the stock is too

cheap to ignore and worth owning for the fundamental valuation upside, which

offers a highly attractive risk-reward skew.

At the stock's current valuation, we believe the market does not appreciate:

Exelon Corp ( EXC.N, EXC US ) 

Exhibit 1: Valuation Components of our $60 PT:
Regulated Utilities (70%) + Total ExGen (30%)

Source: Morgan Stanley Research

Morgan Stanley does and seeks to do business with
companies covered in Morgan Stanley Research. As a
result, investors should be aware that the firm may have a
conflict of interest that could affect the objectivity of
Morgan Stanley Research. Investors should consider
Morgan Stanley Research as only a single factor in making
their investment decision.
For analyst certification and other important disclosures,
refer to the Disclosure Section, located at the end of this
report.

1. The $1.8bn in unlevered annual free cash flow generated by the ExGen

business, excluding ZECs;

2. The stability in margins from several contracted payment streams, which

account for 20% on average of the segment's annual EBITDA, plus the

company's hedging positions, which reduce volatility;
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We see a free option in the stock for the potential passage of HB 2861 in

Illinois, which could add $4/share, in our view. We are growing increasingly

confident that Illinois will enact a law to provide payments to zero carbon-

emitting resources, given the breadth of support for such legislation. This

payment, called a clean bundled capacity payment, is being pursued to meet the

governor's aggressive long-term carbon reduction goals. Our base scenario

assumes (1) legislation is passed in the general legislative session in spring 2020

and will apply to the 2023-24 PJM capacity auction (scheduled for May) and (2)

the associated payments could add an average of $500mn to annual gross

margins during the initial years. We arrive at our valuation of $4/share by

assuming payments remain in place for 15 years and applying a 7% discount rate.

We see no value in the stock's current price for this potential legislation, and

compelling 25% upside, to $56/share, even without any progress on this front.

We also see robust upside to consensus estimates. We have updated our EPS

estimates to reflect current market prices. Given the recent increase in forward

power prices, our new EPS estimates of $3.21 for 2020 and $3.19 for 2021

compare to consensus estimates of $3.07 and $2.99, respectively.

Potential catalysts: Passage of IL's HB 2861, possibly in late October/early

November; upward consensus revisions; FERC's rulings on PJM's price formation

reform and auction structure, which in our view could occur soon; and favorable

resolution of federal investigations into IL utility lobbyists.

3. The magnitude of the re-rating that could result from potential legislation

in IL that would drive both greater EBITDA and greater stability, and result

in a higher multiple applied to EXC's generation business, in our view.

Exhibit 2: Historical Market Value Split Between the Regulated Utilities (Net of
Parent) and ExGen

Source: Thomson Reuters, Morgan Stanley Research
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Price TargetPrice Target $60$60

BullBull $78$78

BaseBase $60$60

BearBear $36$36

Investment Thesis

At $45/share, the market prices in zero

value for EXC's 32 GW unregulated merchant

fleet (aside from ZEC payments), despite

strong FCF generation of $1.8bn a year,
whereas we value these unsecured cash
flows at $11/share. In our view, the market
underappreciates the segment's FCF
generation, margin stability from contracted
payments, and potential IL legislation.

We see free upside optionality on IL

legislation, which could offer +$4/share.
Passage of HB 2861 appears likely, in our
view, which would drive both greater EBITDA
and greater stability. Our base case assumes
passage in spring 2020 and implementation in
the second half of 2023. We see no value in
the stock for this potential legislation, and
compelling 25% upside, to $56/share, even
without any progress on this front.

Potential Catalysts

Passage of IL's HB 2861 possible in the veto
session in late October / early November

FERC's rulings on PJM's price formation
reform and auction structure, which in our
view could occur soon

Favorable resolution of federal
investigations into IL utility lobbyists

Risks to Achieving Price Target
(-) Depressed natural gas and power prices

(-) Failure of IL's legislature to pass HB 2861

(-) Expanded criminal investigations in IL

(-) Unfavorable renewed terms of the
franchise agreement between ComEd and the
City of Chicago

(-) Unfavorable regulatory outcomes

(+) Implementation of carbon cap and
trade programs, which would benefit EXC's
large nuclear fleet

 

Exelon's Risk-Reward

Risk-Reward Skew is Highly Attractive, with Upside to Bull Case Risk-Reward Skew is Highly Attractive, with Upside to Bull Case >3x Larger than>3x Larger than
Downside to Downside to Bear CaseBear Case

Source: Thomson Reuters, Morgan Stanley Research

Derived from our base case scenario and driven by a SOTP approach
where we value the Regulated Utilities (net of parent) with a P/E
multiple and the merchant business, Zero Emission Credits (ZECs), and
other contracted clean energy payments using a DCF analysis.

21.8x Price to Adj 2020 EPS of $3.5721.8x Price to Adj 2020 EPS of $3.57

Differences from our Base Case include: (1) Higher earnings at the utilities driven
by a 10% ROE and a 53% equity ratio. (2) ExGen's assets DCF uses higher
terminal assumptions for power market prices. (3) Extension of ZEC payments in
NY and NJ until 2038.

18.7x Price to 2020 EPS of $3.2118.7x Price to 2020 EPS of $3.21

Based on a SOTPs analysis: (1) We value the regulated utilities (net of Parent) by
applying a 5% premium to the regulated electric utilities 2020 P/E multiple of
20.6x to our 2020 EPS estimate. (2) For ExGen's assets we use a DCF approach
that is based on market prices as of 8/16/2019, a hedging position as disclosed
by the company, a WACC of 8%, and an 8.2x terminal EV/EBITDA multiple. (3)
We assume no extension of ZECs upon expiration and 15yrs of clean capacity
payments in IL, and discount these contracted cash flows using a discount rate
of 7%.

16.4x Price to Adj 2020 EPS of $2.1916.4x Price to Adj 2020 EPS of $2.19

Differences from our Base Case include: (1) Lower earnings at the utilities driven
by a 9% ROE and a 48% equity ratio. (2) No value and no earnings for ExGen's
assets. (3) No clean bundled capacity payments in IL as HB 2861 fails to pass the
state's legislature.
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Key Debate: What's the Value of EXC's Merchant Business?

We value ExGen at $18/share, which compares to the ~$3/share currently embedded in

the stock price. Taking the current $45/share market price and backing out the value of

the utilities at ~$43/share leaves just $2.8/share of value for EXC's merchant power

business, ExGen. We see much higher value and upside optionality in this business.

Within our $18 valuation, $3/share represents Zero Emission Credits (ZECs), a stable and

certain payment stream. The market is assigning no value to the other merchant cash

flows, which we value at $11/share, and no value for potential favorable legislation in IL,

which we value at $4/share (we think there is high likelihood of passage and include this

in our base case).

We think the stock's 16% sell-off vs. peers YTD is overdone and provides a good entry

point to own a strong cash flow generating merchant business with robust

opportunities for upside. EXC's stock has underperformed the utility sector by 16% YTD,

and its closest peer, PEG, by 12% driven by the broad decline in forward power prices

during the first half of the year, a federal investigation into the activities of several

utility lobbyists in IL (it is unclear whether EXC is involved, but the company has said it

received a subpoena to provide information on its lobbying activities), uncertainty with

regard to PJM's price formation reform and auction rules, as well as delays in passage of

IL legislation that would provide financial support to EXC's nuclear plants in the state.

While we acknowledge several potential overhangs remain, particularly FERC's

decisions on competitive market rule changes and the federal investigation into a

utility lobbyist in IL, we think the stock is too cheap to ignore and worth owning for the

fundamental valuation upside.

At the stock's current price, we believe the market does not appreciate: (1) the large

free cash flow from this business, (2) the stability in margins from several contracted

payment streams, and (3) the magnitude of the re-rating that could result from

potential legislation in Illinois that could drive a higher EBITDA and greater stability.

 
ExGen Net of ZECs Has Value: Significant Cash Flow Generation

We see $11 of value before ZECs driven by roughly $1.8bn of annual unlevered FCF

generation. Based on forward power prices as of August 16 and using the company's

most recent hedging disclosures we estimate ExGen will generate close to $7bn in

unlevered free cash flow (FCF) in 2019-22, or ~$1.8bn a year on average (excluding ZECs)

— the company's target of $7.8bn FCF generation in 2019-22 includes ZECs and is based

on a levered cash flow analysis. We value this stream of unregulated, unsecured cash

flows at $11/share using a WACC of ~8%, in-line with the discount rate that we use to

value pure merchant players such as Vistra (VST) and NRG Energy (NRG). This valuation

implies an average levered FCF yield of 15%, in-line with the current trading level of

peers.
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ZECs Offer Significant FCF and Margin Stability

We value ZECs at $3/share using a discount rate of 7% given the lower risk associated

with these payments. Based on our math, ZEC payments add on average ~$480mn

annually to ExGen's FCF generation in 2019-22, representing close to 25% of the total

segment's levered FCFs. Our base case assumes no renewal of credits in NY post their

Exhibit 3: ExGen (ex-ZECs) Discounted Cash Flow Analysis

Source: Morgan Stanley Research

Exhibit 4: Underlying Inputs: ExGen's Hedging Disclosures and Current Market Prices (as of August
16)

Source: Company data, Morgan Stanley Research
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expiration date in March 2029, no renewal of credits in IL (applicable to Quad Cities and

Clinton only) post expiration in May 2027, and assumes 15 years of payments in NJ (from

2019 to 2034). The NPV of these payments of $3.2bn uses a discount rate of 7%, and

implies a value of $3/share.

ZEC cash flows are stable and predictable. As noted previously, ExGen's exposure to

power market prices drives earnings volatility; that said, we estimate that ZECs, which

are contracted payment streams, represent ~20% on average of the segment's EBITDA

in 2019-22. These secured payment streams, in addition to the company's hedging

practices reduce margin volatility in our view. We currently estimate hedging gains of

over $1bn in 2019 to decline to ~$575mn in 2020, and to $275mn in 2021.

 
Illinois Clean Energy Legislation Offers Additional Upside

We estimate the value of IL legislation, which would provide "clean bundled

payments," to be $4/share if passed. Based on a potential 10% capacity price premium

being allocated to several of EXC's nuclear plants (the zero carbon-emitting resources

that are currently not compensated for their clean attributes) and a >5% decline in total

electricity prices, our base case assumes an average annual margin benefit of ~$500mn

during the first few years of implementation (post 2023), or ~$400mn in FCF

generation. Using a discount rate of 7% and assuming payments remain in place for 15

years, we arrive at our valuation of $4/share.

We are growing increasingly confident in the state of IL passing HB 2861 given the

breadth of support for such legislation. The bill calls for a clean bundled capacity

payment (defined as "the combination of capacity and zero emission attributes from clean

energy resources") as part of a long-term Fixed Resource Requirement (FRR) contract

that the state is pursuing in order to meet the Governor's aggressive long-term carbon

reduction goals. We discuss mechanics of the legislation and our estimates below.

Exhibit 5: ZECs contributing a stable source of EBITDA to the ExGen business

Source: Company data, Morgan Stanley Research estimates
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Timing of Enactment & Implementation

The bill states that "It is a goal of the State that no later than the delivery year

commencing June 1, 2032, the Agency's [the Illinois Power Agency] procurement plans and

processes implemented under this Section [Sec. 1-75] shall include bundled clean capacity

in an amount equal to 100% of the electric load measured in megawatt-hours for all retail

customers of electric utilities that serve more than 3,000,000 customer in the State [the

ComEd zone]. The Agency shall, to the extent not inconsistent with the provisions of

this Act and the Public Utilities Act, develop procurement plans and conduct

competitive procurements consistent with that goal beginning with the delivery year

commencing June 1, 2023."

Our base case assumes the bill is enacted in the general legislative session in the spring

of 2020, before the 2023-24 PJM Base Residual Auction (scheduled for May), and

therefore is implemented beginning with the delivery year 2023-24. There is a

possibility that legislators could vote on HB 2861 during the veto session in late October

/ early November, given the broad support the bill has from various stakeholders such

as ratepayer advocate groups and environmental groups. If the bill were to pass during

the veto session this fall, there is a possibility that it could be implemented beginning

with the delivery year 2022-'23, assuming the delayed PJM auction hasn't occurred. This

would be incremental upside to our base case, as we assume passage next year instead

and no application to the 2022-23 auction.

Pricing and Applicability of the Clean Bundled Capacity Payment

The bill does not address pricing of the clean bundled capacity payment but based on

our understanding of the bill's goals and conversations with experts in the state we have

modeled an scenario in which a 10% capacity price premium is allocated to zero carbon-

emitting resources that are currently not compensated for their clean attributes, and

total electricity prices in the ComEd zone (IL's zone within PJM) decline by >5%, as we

believe the final pricing mechanism arrived at by legislators will call for net savings for

ratepayers.

We arrive at a weighted average capacity price per megawatt-day (MW-day) in the

ComEd zone of $183 for the delivery year 2023-24, which compares to the actual

$196/MW-day clearing price for 2021-22.
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In order to arrive at the $183/MW-day we looked at the capacity dispatching to the

ComEd zone by technology, excluded plants serving municipal utilities and co-ops, and

applied a price based on whether the resources emit carbon and whether clean

resources are already being compensated for their clean attributes. Our analysis

assumes the following:

Valuation of the Clean Bundled Capacity Payment

Exhibit 6: PJM's ComEd Zone Capacity Prices

Source: Morgan Stanley Research. We assume flat pricing in 2022-2023 as a placeholder for the purposes of this analysis

Zero carbon-emitting resources that are currently not compensated for their clean

attributes receive a 10% premium over the 2018-19 capacity clearing price of

$215/MW-day — EXC's plants that would qualify for this payment include

Braidwood, Byron, LaSalle, and Dresden, which amount to close to 9GWs or over

10GWs if we include Quad Cities, which will see its ZECs expire in mid-2027 and will

qualify for the clean bundled capacity payment then.

Zero carbon-emitting resources that currently receive Renewable Energy Credits

(RECs) or ZECs receive the 2018-19 capacity clearing price of $215/MW-day.

Carbon-emitting resources receive a payment of $140/MW-day.

Exhibit 7: ComEd Zone's Available Capacity and Potential Pricing Structure for the Clean Bundled
Capacity Payment

Source: Company data, SNL Financial, Morgan Stanley Research
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Our base case assumes clean bundled capacity payments remain in place for 15 years

(from mid-2023 to mid-2038) and a discount rate of 7%, which drives our valuation of

$4/share for these payments. In the event that HB 2861 isn't enacted, our valuation of

ExGen (excluding the clean bundled capacity payments) of $14/share drives a total

valuation for EXC of $56/share, implying a 25% upside in the stock, which we still view as

highly attractive.

Our analysis assumes that EXC's nuclear plants Braidwood, Byron, LaSalle, and Dresden

(a total of ~9GWs) qualify for the clean bundled capacity payment starting in the

second half of 2023, and that Quad Cities qualifies after its ZECs expire in mid 2027.

Starting with a clean bundled capacity price of $236.50/MW-day for these plants and

the lower $140/MW-day for gas plants, we arrive at an annual margin benefit of

$800mn on average during the first years of implementation, representing a delta of

~$500mn on average relative to our terminal assumptions in a business as usual (BAU)

scenario — a scenario where HB 2861 doesn't pass, EXC's clearing capacity in the PJM

auction post 2022 is consistent with the 5.2GWs that cleared in the 2021-22 auction, and

a capacity price of $160/MW-day.

As noted by the company in its most recent 10Q filing, all of Dresden's capacity and

portions of Byron and Braidwood did not clear in PJM's capacity auction for the 2021-22

delivery year, putting these plants in economic distress. A BAU scenario, or a value of

$56/share for EXC, reflects these plants' distress.
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EXC's Valuation

Our valuation of $60/share is based on a sum-of-the-parts analysis:

1. Regulated utilities: $43/share. Arrive at by applying a 5% premium to the regulated

electric utilities 2020 P/E multiple of 20.6x to our 2020 EPS estimate. This premium

reflects (1) an above average 6-8% earnings growth that is enabled by ExGen's FCF

generation, which helps fund investments at the utilities, reducing the need for

equity issuances, and (2) an above average return on rate base (10.2% blended as of

2018 vs. the group's median at 9.9%).

2. ExGen unregulated, unsecured cash flows: $11/share. We use a DCF approach

(Exhibit 9) that is based on power prices as of August 16, a hedging position as

disclosed by the company, a WACC of 8% (in-line the discount rate that we use to

value pure merchant players), and an 8.2x terminal EBITDA multiple. The average

implied FCF yield of 15% in 2019-22 is consistent with the current trading levels of

pure play IPPs NRG and VST, as well as our implied average EV/EBITDA multiple of

8.3x.

3. Zero Emissions Credits: $3/share. Based on our math, ZEC payments add on

average ~$480mn annually to ExGen's FCF generation in 2019-22, representing

close to 25% of the total segment's FCF generation. Our base case assumes no

renewal of credits in NY post their expiration date in March 2029, no renewal of

credits in IL (applicable to Quad Cities and Clinton only) post expiration in May

2027, and assumes 15 years of payments in NJ (from 2019 to 2034). The NPV of

these payments of $3.2bn uses a discount rate of 7%, and implies a value of

$3/share.

4. IL Legislation: $4/Share. As discussed in a previous section, our base case assumes

an average annual margin benefit of ~$500mn during the first few years of

implementation (post 2023), or ~$400mn in FCF generation. We assume they

remain in place for 15 years (from mid-2023 to mid-2038) and apply a discount rate

of 7%, which drives our valuation of $4/share for these payments.
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EXC's current stock price assigns no value to the merchant business outside ZEC

payments. Taking the current $45/share market price and backing out the value of the

utilities at ~$43/share leaves just $2.8/share of value for EXC's merchant power

business (ExGen). We see much higher value and upside optionality in this business.

Within our $18 valuation, $3/share represents Zero Emission Credits (ZECs), a stable and

certain payment stream. The market is assigning no value to the other merchant cash

flows which we value at $11/share, and gives no value for potential favorable legislation

in IL, which we value at $4/share (we think there is high likelihood of passage and

include this in our PT).

Exhibit 8: Valuation Components of our $60 PT: Regulated Utilities (70%) + Total ExGen (30%)

Source: Morgan Stanley Research

Exhibit 9: ExGen (ex-ZECs) Discounted Cash Flow Analysis

Source: Morgan Stanley Research
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We expect the stock to re-rate upward once the overhang from PJM's price formation

reform and IL's legislation clear. Even without legislation this session, we still see 25%

upside, to $56/share, which we still view as highly attractive. We also see robust upside

to consensus estimates, with our new EPS of $3.21 for 2020 and $3.19 for 2021

comparing to consensus estimates of $3.07 and $2.99, respectively.

Exhibit 10: Historical Market Value Split Between Regulated Utilities (Net of Parent) and ExGen

Source: Thomson Reuters, Morgan Stanley Research
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EXC's Underperformance

Year-to-date, EXC's stock is up 2.6%, underperforming the utility sector by 16% and its

closest peer, PEG, by 12%. The main drivers of the underperformance include the broad

decline in forward power prices during the first half of the year, a Federal investigation

into the activities of several utility lobbyists in IL, uncertainty in regards to PJM's price

formation reform and auction rules, as well as delays in passage of the bill in IL that

would provide financial support to EXC's nuclear plants in the state.

Given that EXC's regulated utilities earnings grow at an above average rate of 6-8%

annually and earn above average returns, we believe the market appreciates that these

are high quality, low risk businesses and that the mis-pricing in valuation, in our view, is

mostly related to EXC's merchant business, ExGen. While we acknowledge ExGen's

exposure to power market prices can drive volatility in earnings, the market reaction is

overdone in our view. Our base case valuation of ExGen, at $18/share (including ZECs

and clean bundled capacity payments in IL), is far above the ~$3/share implied value in

the current stock price, which corresponds to the present value of the ZECs provided by

various states and assigns no value to the other merchant cash flows, which we value at

$11/share, and gives no value for potential favorable legislation in IL, valued at $4/share

on our math. At the stock's current price of $45/share we see a good entry point to own

a strong cash flow generating merchant business with opportunities for upside.

Exhibit 11: EXC's Performance vs. PEG and the Broader Utility Index UTY

Source: Thomson Reuters, Morgan Stanley Research
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Exhibit 12: 2020 Forward ATC Prices: Eastern US

Source: Morgan Stanley Research

Exhibit 13: 2020 Forward ATC Prices: Western US

Source: Morgan Stanley Research
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EXC's Financial Summary

Exhibit 14: EXC Financial Summary (Page 1)

Source: Company data, Morgan Stanley Research
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Exhibit 15: EXC Financial Summary (Page 2)

Source: Company data, Morgan Stanley Research
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Utilities Comps

Exhibit 16: Utilities Comp Table, as of August 23

Source: Thomson Reuters, Morgan Stanley Research
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alternate electronic means as a convenience. For access to all available Morgan Stanley Research, please contact your sales representative or go to Matrix at
http://www.morganstanley.com/matrix.
Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html). By accessing
and/or using Morgan Stanley Research, you are indicating that you have read and agree to be bound by our Terms of Use
(http://www.morganstanley.com/terms.html). In addition you consent to Morgan Stanley processing your personal data and using cookies in accordance with
our Privacy Policy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge.html), including for the purposes of setting your preferences
and to collect readership data so that we can deliver better and more personalized service and products to you. To find out more information about how Morgan
Stanley processes personal data, how we use cookies and how to reject cookies see our Privacy Policy and our Global Cookies Policy
(http://www.morganstanley.com/privacy_pledge.html).
If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies
please do not access our research.
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the
circumstances and objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and
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strategies, and encourages investors to seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's
circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and
certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the solicitation
of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary
because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or
financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in securities/instruments
transactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be
realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company's
securities/instruments.
The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received
compensation based upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading
and capital markets profitability or revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists' or economists'
compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the profitability or revenues of particular
trading desks.
The "Important US Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley
owns 1% or more of a class of common equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley
may have an investment of less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different
from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have
investments in securities/instruments or derivatives of securities/instruments of companies mentioned and may trade them in ways different from those
discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons.
With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to
use reliable, comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or
information in Morgan Stanley Research change apart from when we intend to discontinue equity research coverage of a subject company. Facts and views
presented in Morgan Stanley Research have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business
areas, including investment banking personnel.
Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the
company of associated expenses unless pre-approved by authorized members of Research management.
Morgan Stanley may make investment decisions that are inconsistent with the recommendations or views in this report.
To our readers based in Taiwan or trading in Taiwan securities/instruments: Information on securities/instruments that trade in Taiwan is distributed by Morgan
Stanley Taiwan Limited ("MSTL"). Such information is for your reference only. The reader should independently evaluate the investment risks and is solely
responsible for their investment decisions. Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without
the express written consent of Morgan Stanley. Any non-customer reader within the scope of Article 7-1 of the Taiwan Stock Exchange Recommendation
Regulations accessing and/or receiving Morgan Stanley Research is not permitted to provide Morgan Stanley Research to any third party (including but not
limited to related parties, affiliated companies and any other third parties) or engage in any activities regarding Morgan Stanley Research which may create or
give the appearance of creating a conflict of interest. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is
not to be construed as a recommendation or a solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these
securities/instruments.
Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does
not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in
such securities and shall be responsible for obtaining all relevant approvals, licenses, verifications and/or registrations from the relevant governmental
authorities themselves. Neither this report nor any part of it is intended as, or shall constitute, provision of any consultancy or advisory service of securities
investment as defined under PRC law. Such information is provided for your reference only.
Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A. located at Av. Brigadeiro Faria Lima, 3600, 6th floor, São Paulo - SP,
Brazil; and is regulated by the Comissão de Valores Mobiliários; in Mexico by Morgan Stanley México, Casa de Bolsa, S.A. de C.V which is regulated by
Comision Nacional Bancaria y de Valores. Paseo de los Tamarindos 90, Torre 1, Col. Bosques de las Lomas Floor 29, 05120 Mexico City; in Japan by
Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities related research reports only, Morgan Stanley Capital Group Japan Co., Ltd; in Hong Kong
by Morgan Stanley Asia Limited (which accepts responsibility for its contents) and by Morgan Stanley Asia International Limited, Hong Kong Branch; in
Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd
(Registration number 200008434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and should be
contacted with respect to any matters arising from, or in connection with, Morgan Stanley Research) and by Morgan Stanley Asia International Limited,
Singapore Branch (Registration number T11FC0207F); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan
Stanley Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in
Australia to "wholesale clients" and "retail clients" within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia
Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan
Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited; in Indonesia by PT. Morgan Stanley Sekuritas
Indonesia; in Canada by Morgan Stanley Canada Limited, which has approved of and takes responsibility for its contents in Canada; in Germany and the
European Economic Area where required by Morgan Stanley Europe S.E., regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by
Morgan Stanley, S.V., S.A., a Morgan Stanley group company, which is supervised by the Spanish Securities Markets Commission (CNMV) and states that
Morgan Stanley Research has been written and distributed in accordance with the rules of conduct applicable to financial research as established under
Spanish regulations; in the US by Morgan Stanley & Co. LLC, which accepts responsibility for its contents. Morgan Stanley & Co. International plc, authorized
by the Prudential Regulatory Authority and regulated by the Financial Conduct Authority and the Prudential Regulatory Authority, disseminates in the UK
research that it has prepared, and approves solely for the purposes of section 21 of the Financial Services and Markets Act 2000, research which has been
prepared by any of its affiliates. RMB Morgan Stanley Proprietary Limited is a member of the JSE Limited and A2X (Pty) Ltd. RMB Morgan Stanley Proprietary
Limited is a joint venture owned equally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly
owned by FirstRand Limited. The information in Morgan Stanley Research is being disseminated by Morgan Stanley Saudi Arabia, regulated by the Capital
Market Authority in the Kingdom of Saudi Arabia , and is directed at Sophisticated investors only.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai
Financial Services Authority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services to
which this research relates will only be made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar
Financial Centre Regulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail
Customers as defined by the QFCRA.
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of
investment advisory activity. Investment advisory service is provided exclusively to persons based on their risk and income preferences by the authorized firms.
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reason, to make an investment decision by relying solely to this information stated here may not bring about outcomes that fit your expectations.
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no
warranties or representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating
to such data. The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P.
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
Indicators and trackers referenced in Morgan Stanley Research may not be used as, or treated as, a benchmark under Regulation EU 2016/1011, or any other
similar framework.

INDUSTRY COVERAGE: Diversified Utilities / IPPs

COMPANY (TICKER) RATING (AS OF) PRICE* (08/26/2019)

Stephen C Byrd
AES Corp. (AES.N) E (04/27/2018) $14.84
American Electric Power Co (AEP.N) E (04/18/2019) $90.83
Dominion Energy Inc (D.N) E (08/07/2019) $76.82
Exelon Corp (EXC.N) O (08/27/2019) $45.68
NextEra Energy Inc (NEE.N) O (07/22/2014) $223.62
NRG Energy Inc (NRG.N) E (03/25/2019) $35.66
Public Service Enterprise Group Inc (PEG.N) O (09/21/2017) $59.31
Vistra Energy Corp (VST.N) O (03/25/2019) $24.26

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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Ticker Price Rating
AEP 89.58 Neutral
CNP 27.42 Buy
D 75.94 Buy
DTE 128.39 Buy
DUK 90.74 Buy
ES 79.17 Neutral
ETR 109.84 Buy
EXC 44.88 Buy
NEE 221.90 Buy
NJR 44.01 Neutral
PNW 94.14 Neutral
SJI 30.68 Buy
SRE 139.01 Buy
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 Power, Utilities & Alternative Energy August 26, 2019

The Guggenheim Daily Transmission: WEC, NJR,
SJI, ETR, CNP, SRE, DUK, NEE, FL, DTE, ES, D,
AEP, PNW, EXC, PJM

For other Guggenheim Hosted Client Utility Events including
Annual TX Power, Gas and Wires Bus Tour, EEI Meetings/
Utility Dinners, NDR schedule among other events, scroll
down

WEC – WPSC files intent to settle; testimony deadline extended

NJR/SJI/PennEast – PennEast filed additional information in its application for
amendment to CPCN

ETR – Intervenors have come forward in ETR Texas transmission line approval

CNP – CNP Arkansas formula rate settlement approved

SRE – Mexican government administration reaches preliminary deal on pipeline dispute

DUK/NEE/Florida – Utilities ask Florida to lower energy efficiency mandates

ETR – NRC approves Pilgrim Nuclear station license transfer

NEE – MVP files third party compliance monitoring plan.

DTE – NEXUS submits its monthly status report for July 1, 2019 through July 31, 2019

ES – Bay State Wind submitted bid for MA offshore wind RFP

D – Staff filed testimony in NC rate case

AEP – SWEPCO made filing to add the missing exhibit to its rebuttal testimony

PNW – ACC Commissioner Kennedy comments on APS leadership transition

EXC – Additional Testimony filed in BG&E docket

PJM – Stakeholders float hypothetical ‘wet CREZ’ to support offshore wind buildout

WEC – WPSC files intent to settle; testimony deadline extended

• WPSC filed a notice of intent to file settlement agreement on Friday, “with Wisconsin
Industrial Energy Group and Citizens Utility Board within the next week.”

• PSC has also extended the deadline for filing testimony to Wednesday evening.

• Docket HERE.

Guggenheim takeaway: Coming hot on the heels of the original testimony deadline, but not
a major surprise given our view that this case was not expected to be particularly contentions
(see our NDR note HERE). Stay tuned for details…

NJR/SJI/PennEast – PennEast filed additional information in its application for
amendment to CPCN
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• PennEast has filed additional information to support its application for amendment to the
Certificate of Public Convenience And Necessity (CPCN).

• Search for Docket CP19-78-000 HERE.

Guggenheim takeaway: For your tracking of the progress on PennEast. Note that
PennEast filed a pipeline amendment application in Feb. 2019 proposing changes to the
pipeline (shorter length and smaller amount of land used in construction and operation of
the pipeline). PennEast has completed its land surveying and planning to file a complete
application with the NJ Department of Environmental Protection (DEP). On the 2Q19 call,
NJR moved a majority of its PennEast spending to FY2021 while SJI maintains its spending
schedule, which sees a majority of PennEast spending in CY2020. See our NJR 2Q19 note
(HERE), SJI 2Q19 note (HERE), our SJI NDR note (HERE) and our NJR upgrade note
(HERE) for more details..

ETR – Intervenors have come forward in ETR Texas transmission line approval

• More parties have filed for intervention in the ETR Transmission CPCN proceeding
alleging the planned line crosses through their private property.

• The intervention deadline is still August 29.

• Deadline for Commission Staff to request a hearing is September 9.

• ETR is seeking approval from the PUCT for a new 230-kV, 7-12 mile, ~$60M transmission
line and electric substation in Liberty and Harris counties.

• Entergy Texas said it is looking at energizing the transmission line and the new
Timberland electric substation in April 2022.

• Docket: 49715

Guggenheim takeaway: Data point on procedural schedule. Small incremental growth
datapoint for ETR in Texas.

CNP – CNP Arkansas formula rate settlement approved

• The APSC has issued orders approving the joint settlement of formula rates.

• The agreement reflects a total revenue increase of $7.3M.

• The settling parties request that the Commission issue an approval by September 11,
2019.

• Docket: 17-010-FR.

Guggenheim takeaway: This is a timely resolution for the proceeding. For your awareness.

SRE – Mexican government administration reaches preliminary deal on pipeline
dispute

• WSJ reports a preliminary agreement has been reached between Mexico and pipeline
operators.

• The reports follow several days of President Andres Manuel Lopez Obrador (AMLO)
issuing constructive statements through morning news conferences.

• AMLO has pushed administrative agencies to review force majeure clauses for gas
pipelines seeking to “renegotiate” the payments.

Guggenheim takeaway: Constructive datapoint that confirms our thesis of timely resolution
as both sides of the dispute have something to gain (notedin our piece here), i.e. cheap
natural gas for the Mexican people and maintaining a constructive working relationship with
Mexican authorities for SRE.
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DUK/NEE/Florida – Utilities ask Florida to lower energy efficiency mandates

• During hearings in Tallahassee, the state’s major utilities asked the Florida Public Service
Commission to lower their energy efficiency goals to near zero, and in JEA’s case zero,
over the next decade.

• Under the Florida Energy Efficiency and Conservation Act (FEECA), the FPSC has to
establish conservation goals every five years.

• There are seven Florida utilities subject to FEECA: Florida Power & Light Company
(FPL), Duke Energy Florida, Inc. (DEF), Tampa Electric Company (TECO), Gulf Power
Company (Gulf), Florida Public Utilities Company (FPUC), Orlando Utilities Commission
(OUC) and Jacksonville’s public utility JEA.

• “The findings of JEA’s market potential analysis indicates there are no achievable savings
for energy efficiency, demand reduction, or demand side renewable energy measures for
JEA,” – JEA program management.

• “Conservation is an important aspect of every utility’s portfolio,” FPL wrote to
commissioners ahead of the hearings. “However, the importance of pursuing
conservation programs must be balanced against the cost and the impact of such cost on
ratepayers. The Commission must not overlook rate impact as it evaluates conservation
goals and programs.”

Guggenheim takeaway: This hearing and statements from the utilities highlight the
problems faced by the energy efficiency paradigm as EE programs struggle to find favorable
economics beyond the initial “low hanging fruit.” In our view, absence of incremental EE
programs would result in aggregate demand growth, which we see translating to future
investment opportunity.

ETR – NRC approves Pilgrim Nuclear station license transfer

• The U.S. Nuclear Regulatory Commission yesterday approved the application to transfer
the licenses for the Pilgrim Nuclear Station from ETR to a Holtec (private).

Guggenheim takeaway: Despite previous complaints and letters of concern from
Massachusetts, the NRC approved the license transfer. From our understanding, the
process follows a similar structure to the approved Vermont Yankee transfer and therefore
stood on solid grounds for approval and we expect future license transfers to be completed
in a similar manner.

NEE – MVP files third party compliance monitoring plan.

• MVP agreed to fund a third-party compliance monitoring program (CMP) during
construction.

• Third-party CMP will:
◦ Establish a program to implement the CMP that will include an estimated nine full-time

on-site Compliance Monitors, and a Compliance Manager to direct and coordinate the
Compliance Monitors, manage the reporting system, and provide technical support to
the FERC staff.

◦ Develop a systematic strategy for the review and approval by the Compliance Monitors,
Compliance Manager, and/or FERC Project Manager of proposed variances to certain
construction activities as may be requested by MVP based on site-specific conditions.

◦ Maintain files for the daily and/or weekly inspection reports submitted by both the
Compliance Monitors and MVP’s environmental inspectors.

◦ Discuss how the monitoring program can incorporate and/or be coordinated with the
monitoring or reporting that may be required by other federal and state agencies.

• Docket: CP16-10.

Guggenheim takeaway: While the pipeline has faced complaints and calls to deny variance
requests, developer push to get MVP built continues. MVP’s developer EQM midstream
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(EQM) announced an administrative / easement solution (noted HERE) and has been filing
several variance requests and monitoring reports in the meantime.

DTE – NEXUS submits its monthly status report for July 1, 2019 through July 31, 2019

• The Nexus pipeline posted a monthly monitoring report.

• Monthly report reiterates FERC authorization to put additional pipeline facilities in service.

• Also included are current construction activities and general environmental measures.

• See docket here: CP16-22

Guggenheim takeaway: For your awareness. Monitoring reports on NEXUS are generally
constructive.

ES – Bay State Wind submitted bid for MA offshore wind RFP

• ES and its JV partner have submitted a bid for a 400 MW/ 800 MW project into the MA
offshore wind RFP.

• Link HERE.

Guggenheim takeaway: We will monitor the progress of this RFP as well as the one in
CT. The outcomes of these RFPs are scheduled to be released in Nov. We highlight that
ES and its JV partner employ a systematic and disciplined approach in pursuing offshore
wind. Specifically, ES chose to conduct a lot of anticipatory works ahead of its bidding and
permitting application filing, and to opt for a more conservative in-service schedule with
multiple contingencies put in place for contract and construction risks. ES management also
highlighted that staggered in-service dates between projects are key to managing risks and
attaining a ‘self-funded’ status in its offshore wind pursuit with no future needs to raise further
equity with CFs from existing projects for funding future RFP wins. See our ES dinner
takeaway note (HERE) for more details.

D – Staff filed testimony in NC rate case

• Staff filed testimony recommending an ROE of 9.0% with a 50% equity ratio vs. the
company’ s ask of 10.75% ROE with a 53.65% equity ratio.

• Alternatively, the staff also proposed another recommendation that allows for 53.65%
equity ratio but at an 8.75% ROE.

• Rebuttal testimony reports are due on Sep. 16.

• Docket E-22 Sub 562.

Guggenheim takeaway: The case is progressing along its procedural timeline. We will
continue to monitor the progress on the case and note that the staff’s recommendations just
set the starting points for a negotiation process as the case proceeds.

AEP – SWEPCO made filing to add the missing exhibit to its rebuttal testimony

• In its rate case in AR, SWEPCO made a filing to supplement its rebuttal testimony with
an exhibit that was unintentionally left out in the original filing.

• Docket 19-008-U.

Guggenheim takeaway: For your tracking of the regulatory progress on SWEPCO’s AR
rate case.

PNW – ACC Commissioner Kennedy comments on APS leadership transition
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• ACC Commissioner Kennedy noted in an interview with Phoenix New Times that she will
take a “wait and see” approach with inbound CEO Jeff Guldner

• “Will Mr. Guldner continue on the same path that Don Brandt did? It's in the back of my
mind, trust me … I’d like to see what his goals are, what his leadership team is going
to look like" - Kennedy

• More HERE.

Guggenheim takeaway: Interesting comments worth reviewing. Given that we see
Kennedy as one of APS’ harshest critics, this, and current-CEO Brandt’s upcoming
appearance, could help go a ways towards resetting the utility’s relationship with the ACC.
Stay tuned. With Jeff, we do believe that the regulatory dialogue with ACC should improve.

EXC – Additional Testimony filed in BG&E docket

• BG&E and the MD OPC have filed testimony in the company’s ongoing gas and electric
base rate case.

• BG&E’s testimony updates, “the partially forecasted test year for both the gas and electric
lines of business with the actual test year financial data and billing determinants for the
twelve months ended July 31, 2019.”

• Docket HERE.

Guggenheim takeaway: Heads up. EXC continues to execute on its regulatory agenda.

PJM – Stakeholders float hypothetical ‘wet CREZ’ to support offshore wind buildout

• Stakeholders at a recent PJM special meeting on offshore wind transmission
interconnections reached little consensus, but according to S&P Platts, there was some
discussion of a ‘wet CREZ’ program to support the nascent resource.

Guggenheim takeaway: Very minor FYI – we continue to look for details on the
interconnection and any cost allocation therein for offshore wind.
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Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour
 

 

Equity Research  |  Corporate Access 

Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour 
Please join us in the Lone Star state for two days of meetings in Dallas and Houston, 

featuring C-Suite from Vistra, Sempra (Oncor), CenterPoint, NRG and Entergy. We 

will be focused on several sector themes including ERCOT market dynamics, de-

regulated power markets and regulated T&D growth opportunities in and outside of 

TX, with the trip conveniently timed with the all-important peak summer season and 

Q3 earnings. 

Dates and Locations 

September 19 | Dallas 
September 20 | Houston 

Thursday, September 19 | Dallas 

10:00 AM |Vistra Energy Corp. (VST) 
David Campbell, CFO and team members 

1:00 PM | Sempra Energy (SRE) / Oncor 
Trevor Mihalik, CFO of Sempra Energy; Allen Nye, CEO of Oncor; Don Clevenger, CFO of 
Oncor and other management team  

Fly to Houston and have dinner with Guggenheim Team 

Friday, September 20 | Houston  
8:00 AM | CenterPoint Energy, Inc. (CNP) 
Xia Liu, CFO; Kenny Mercado, CIO (Chief Integration Officer) and other team members 

10:00 AM | NRG Energy Inc. (NRG) 
Mauricio Gutierrez, CEO; Elizabeth Killinger, Head of Mass Retail; Robert Gaudette, Head of 
Business Solutions 

1:00 PM | Entergy Corporation (ETR) 
Drew Marsh, CFO Entergy Corp, Sallie Rainer, President and CEO of Entergy Texas and other 
team members (close distance from airport) 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 

Logistics 

Transportation details, logistics and hotel recommendations to follow 

Houston Hotel: We ask all attendees to book hotel rooms at The Four Seasons Houston 

 

 

GUGGENHEIM SECURITIES, LLC Page 6See pages 14 - 15 for analyst certification and important disclosures.

POWER, UTILITIES & ALTERNATIVE ENERGY

August 26, 2019

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:29 PM. 167

Attachment SDR-ROR-10(c)
167 of 587



Guggenheim's 2019 EEI Invite & Schedule

Dates 
November 10-12, 2019 

Company Dinners (Hosted by Guggenheim) 

 

Company Meetings 
*More Utilities will be added and we will update schedule accordingly* 

 

 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 
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Guggenheim's Power & Utility Comp Sheet

 

Price as of Close8/23/2019 Guggenheim Consensus

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings

Cap ($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AEP American Electric Power 44.2 Neutral $82 $89.58 3.1% 63% 494 4.20   4.44   4.71   4.93   21.3 20.2 19.0 18.2 4.14   4.41   4.68   4.94   21.6 20.3 19.1 18.1

ALE ALLETE 4.3 Neutral $86 $84.03 3.0% 66% 52 3.57   3.88   4.17   4.28   23.5 21.7 20.2 19.6 3.56   3.86   4.18   4.28   23.6 21.8 20.1 19.6

AVA Avista* 3.0 Neutral $43 $46.11 3.5% 80% 66 1.93   2.05   2.23   2.41   23.9 22.5 20.7 19.1 2.54   1.98   2.15   2.41   18.1 23.2 21.4 19.1

CMS CMS Energy 17.5 Neutral $59 $61.58 2.6% 61% 284 2.50   2.69   2.88   3.07   24.6 22.9 21.4 20.1 2.50   2.67   2.87   3.07   24.7 23.1 21.4 20.1

DUK Duke Energy 66.1 Buy $99 $90.74 4.3% 75% 729 5.10   5.26   5.57   5.91   17.8 17.3 16.3 15.4 4.95   5.17   5.42   5.80   18.3 17.5 16.7 15.7

ED Consolidated Edison 28.9 Neutral $89 $86.91 3.5% 66% 332 4.36   4.61   4.79   4.94   19.9 18.9 18.1 17.6 4.35   4.58   4.76   4.90   20.0 19.0 18.3 17.7

EIX Edison International* 25.8 Suspended NA $72.11 NA NA 358 NA NA NA NA NA NA NA NA 4.66   4.56   4.73   - 15.5 15.8 15.3 -

ES Eversource Energy 25.6 Neutral $76 $79.17 2.8% 60% 324 3.49   3.68   3.86   4.05   22.7 21.5 20.5 19.5 3.45   3.65   3.86   4.09   23.0 21.7 20.5 19.4

ETR Entergy 21.8 Buy $113 $109.84 3.4% 67% 199 5.30   5.63   5.97   6.34   20.7 19.5 18.4 17.3 5.28   5.56   5.92   6.29   20.8 19.8 18.6 17.5

EVRG Evergy 15.2 Buy $65 $64.49 3.2% 67% 235 2.93   3.14   3.32   3.52   22.0 20.5 19.4 18.3 2.89   3.16   3.31   3.47   22.3 20.4 19.5 18.6

FE FirstEnergy 24.3 Buy $49 $44.99 3.5% 63% 540 2.46   2.51   2.66   2.81   18.3 17.9 16.9 16.0 2.48   2.48   2.64   2.78   18.1 18.1 17.1 16.2

LNT Alliant Energy 12.3 Neutral $44 $51.64 2.9% 64% 238 2.27   2.37   2.50   2.69   22.7 21.8 20.7 19.2 2.26   2.43   2.54   2.66   22.8 21.3 20.3 19.4

PCG PG&E Corporation* 5.8 Suspended NA $11.04 0.0% 0% 529 NA NA NA NA NA NA NA NA 3.82   3.71   3.70   4.95   2.9 3.0 3.0 2.2

PNW Pinnacle West 10.6 Neutral $104 $94.14 3.4% 63% 112 4.78   5.04   5.28   5.63   19.7 18.7 17.8 16.7 4.77   5.03   5.30   5.58   19.7 18.7 17.8 16.9

POR Portland General Electric 5.0 Neutral $50 $55.75 2.9% 63% 89 2.40   2.56   2.73   2.77   23.2 21.8 20.4 20.1 2.40   2.56   2.72   2.81   23.2 21.7 20.5 19.8

PPL PPL Corporation 21.3 Neutral $34 $29.45 5.6% 66% 722 2.44   2.51   2.50   2.66   12.1 11.7 11.8 11.1 2.43   2.52   2.48   2.66   12.1 11.7 11.9 11.1

SO Southern Company 60.3 Neutral $56 $57.68 4.4% 81% 1045 3.05   3.15   3.31   3.46   18.9 18.3 17.4 16.7 3.03   3.15   3.27   3.47   19.0 18.3 17.6 16.6

WEC WEC Energy 29.2 Buy $93 $92.59 2.7% 67% 315 3.52   3.73   3.98   4.26   26.3 24.8 23.3 21.7 3.53   3.74   3.98   4.25   26.3 24.7 23.3 21.8

*Average (Excl. PPL for P/E) 3.3% 67% 21.7 20.5 19.4 18.4 21.4 20.6 19.5 18.4

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NI NiSource 10.8 Buy $31 $29.02 2.8% 61% 373 1.32   1.37   1.47   1.58   22.0 21.2 19.7 18.4 1.31   1.39   1.48   1.59   22.2 20.9 19.6 18.3

NJR New Jersey Resources 4.0 Neutral $45 $44.01 2.7% 61% 90 1.97   2.17   2.36   2.54   22.3 20.3 18.6 17.3 1.96   2.14   2.39   2.54   22.5 20.5 18.5 17.3

NWN NW Natural Gas 2.1 Sell $56 $69.85 2.7% 79% 30 2.40   2.50   2.62   2.67   29.1 27.9 26.7 26.2 2.40   2.53   2.65   2.67   29.2 27.6 26.4 26.2

SJI South Jersey Industries 2.8 Buy $35 $30.68 3.8% 104% 92 1.12   1.60   1.74   1.90   27.4 19.2 17.6 16.1 1.10   1.56   1.73   1.88   27.9 19.7 17.7 16.4

SR Spire 4.1 Neutral $87 $80.11 2.8% 63% 51 3.78   4.01   4.17   4.45   21.2 20.0 19.2 18.0 3.75   3.90   4.07   4.37   21.3 20.6 19.7 18.3

Average     3.0% 74% 24.4 21.7 20.4 19.2 24.6 21.9 20.4 19.3

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

EXC Exelon 43.6 Buy $53 $44.88 3.2% 46% 972 3.13   3.05   3.02   3.08   14.3 14.7 14.9 14.6 3.13   3.10   3.00   3.20   14.3 14.5 15.0 14.0

PEG PSEG 29.5 Buy $64 $58.44 3.2% 59% 506 3.23   3.50   3.55   3.72   18.1 16.7 16.5 15.7 3.24   3.43   3.48   3.78   18.0 17.0 16.8 15.4

Average     3.2% 52% 16.2 15.7 15.7 15.1 16.2 15.8 15.9 14.7

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDACap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NRG NRG Energy 8.9 Buy $51 $35.02 0.3% 0% 253 1,975 1,890 1,843 1,799 7.1 7.1 7.0 7.2 1,946 1,915 1,805 1,799 7.1 7.2 7.7 NA

VST Vistra Energy 11.8 Buy $39 $23.98 2.1% 0% 492 3,367 3,315 3,379 3,481 6.8 6.7 6.5 6.0 3,256 3,296 3,049 3,481 6.5 6.1 6.2 NA

Average 7.0 6.9 6.7 6.6 6.8 6.6 7.0 NA

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CNP CenterPoint 13.8 Buy $32 $27.42 4.2% 69% 502 1.67   1.68   1.81   1.97   16.4 16.3 15.1 13.9 1.65   1.78   1.90   1.97   16.6 15.4 14.4 13.9

D Dominion 62.4 Buy $86 $75.94 4.8% 87% 822 4.24   4.44   4.68   4.92   17.9 17.1 16.2 15.4 4.18   4.39   4.63   4.89   18.2 17.3 16.4 15.5

DTE DTE Energy 23.5 Buy $140 $128.39 2.9% 60% 183 6.25   6.67   7.18   7.59   20.5 19.2 17.9 16.9 6.24   6.58   7.05   7.52   20.6 19.5 18.2 17.1

NEE NextEra 106.3 Buy $230 $221.90 2.2% 57% 479 8.55   9.26   9.99   10.65 26.0 24.0 22.2 20.8 8.40   9.08   9.83   10.50 26.4 24.4 22.6 21.1

OGE OGE Energy 8.5 Neutral $43 $42.23 3.6% 70% 200 2.14   2.30   2.41   2.51   19.7 18.4 17.5 16.8 2.13   2.29   2.41   2.49   19.9 18.4 17.5 17.0

SRE Sempra Energy 38.2 Buy $158 $139.01 2.8% 64% 275 6.08   7.21   7.65   7.92   22.9 19.3 18.2 17.6 6.02   6.99   7.79   7.86   23.1 19.9 17.8 17.7

Average     3.3% 68% 20.6 19.0 17.9 16.9 20.8 19.2 17.8 17.1

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AWK American Water Works 22.2 Neutral $105 $122.81 1.6% 54% 181 3.61   3.96   4.27   4.60   34.0 31.0 28.8 26.7 3.59   3.90   4.24   4.67   34.2 31.5 29.0 26.3

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDACap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CWEN Clearway Energy 3.8 Suspended NA $17.39 NA NA 183 NA NA NA NA NA NA NA NA 971    1,051 1,156 NA 9.3 8.6 7.8 -

NEP NextEra Energy Partners 2.8 Buy $56 $49.58 4.1% NA 56 1,276 1,383 1,532 1,660 9.2 8.9 8.7 0.0 1,162 1,328 1,537 1,503 10.1 9.2 8.7 8.9

(1)  Regulated utilities deliv er pow er to end-use customers v ia regulated transmission & distribution (T&D) infrastructure; v ertically  integrated utilities w ith regulated or mostly  contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as w ell as div ersified utilities w ith a business mix  largely  comprised of gas infrastructure and related activ ities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activ ities).

(3)  Integrated utilities ow n and operate regulated T&D franchises, as w ell as un-regulated pow er generation w ith commodity  ex posure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility ) pow er plants that compete to sell pow er in w holesale markets or through retail marketing businesses.

(5)  Mult-Industry  Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-pow er unregulated activ ities (i.e. midstream, renew able dev elopment, energy  trading, etc.).

Source:  Bloomberg, Guggenheim Securities, LLC estimates.

Shahriar (Shar) Pourreza, CFA James Kennedy Constantine Lednev Khanh Nguyen, CFA

Managing Director Vice President Vice President Vice President

O 212.651.0847

Constantine.Lednev@GuggenheimPartners.com

O 212.518.5862

M 973.632.6304

Shahriar.Pourreza@guggenheimpartners.com

spourreza2@bloomberg.net 

O 212.823.6561

Khanh.Nguyen@guggenheimpartners.com

O 212.823.6741

James.Kennedy@guggenheimpartners.com

Rating

Other Rating

Multi-Industry Utilities (5) Rating

Regulated Electric Utilities (1) Rating

Integrated Utilities (3) Rating

Rating
Independent Power Producers 

(IPPs) (4)

Regulated Gas Utilities (2) Rating
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Share Price Performance (Year-to-Date)

 

Year-to-Date Share Price Performance

Note: We are currently restricted on EIX and PCG
(1)  Regulated utilities deliv er pow er to end-use customers v ia regulated transmission & distribution (T&D) infrastructure; v ertically  integrated utilities w ith regulated or mostly  contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as w ell as div ersified utilities w ith a business mix  largely  comprised of gas infrastructure and related activ ities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activ ities).

(3)  Integrated utilities ow n and operate regulated T&D franchises, as w ell as un-regulated pow er generation w ith commodity  ex posure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility ) pow er plants that compete to sell pow er in w holesale markets or through retail marketing businesses.

(5)  Mult-Industry  Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-pow er unregulated activ ities (i.e. midstream, renew able dev elopment, energy  trading, etc.).

ue
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Guggenheim 2019 Non Deal Roadshow Schedule

MORE TO BE ADDED… 

 

 

 

Ticker Dates Regions  Ticker Dates Regions  

Commissioner 
Roundtable 

1/23 NYC SJI 6/19 NYC/NJ/CT  

FE 1/22-1/23 Boston/NYC PEG 6/24-6/26 Midwest  

D 2/25-2/26 Boston/NYC AWK 7/9-7/10 Midwest  

WEC 2/28-3/1 West Coast SRE 7/17-7/18 West Coast  

EXC 3/7-3/8 Dallas/Houston ES (Dinner) 8/12 NYC  

PNW 3/11-3/13 Midwest EVRG 8/20-8/21 Midwest  

ALE 4/2-4/4 West Coast NRG 9/10 Chicago  

DTE 4/5 Boston ETR 9/11 Boston  

ED 4/24 NYC  ETR 9/12 KC/Minni  

POR 4/29-4/30 West Coast  ETR 9/13 Chicago  

VST 5/8-5/9 West Coast  SJI 9/17 NYC/Boston  

PPL 5/22-5/23 NYC  SJI 9/18 NYC/Boston  

DTE 5/29-5/30 NYC 
 Texas Trip 

(CNP, ETR, NRG, 

SRE, VST) 
9/19-9/20 Dallas/Houston 

 

LNT 6/4 Boston  ED 9/27 Boston  

DUK 6/6-6/7 Midwest  NEE 10/3-10/4 Midwest  

CWEN 6/13-6/14 Midwest  CMS 12/3-12/4 Texas  

GUGGENHEIM SECURITIES, LLC Page 10See pages 14 - 15 for analyst certification and important disclosures.

POWER, UTILITIES & ALTERNATIVE ENERGY

August 26, 2019

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:29 PM. 171

Attachment SDR-ROR-10(c)
171 of 587



Key Events Calendar - August 2019

Power and Utilities: Coverage Calendar

Date Ticker Event / Proceeding Utility State Docket Description

8/1/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494 Objection to Intervenors' Direct Testimony - Staff Filing 

8/1/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494 Commission Staff Direct Testimony

8/1/2019 CMS Natural Gas Rate Case Consumers Energy Co. MI C-U-20322 PFD

8/1/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001 OCA & Intervenor Direct Testimony

8/1/2019 CMS Gas Rate Case Consumers Energy Co. MI C-U-20322 ALJ proposed decision expected in gas rate case

8/1/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 OCA & Intervenor Direct Testimony 

8/2/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6 OUCC and intervenors file their respective cases-in-chief

8/2/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR Response of Non-participating Parties to Settlement

8/2/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Response of Non-participating Parties 

8/5/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Settlement conference 

8/6/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Settlement conference 

8/7/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366   Avista files Reply Testimony. 

8/7/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Hearing 

8/7/2019 SO Natural Gas Rate Case Virginia Natural Gas Inc. VA C-PUR-2019-00095  Staff Report 

8/8/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Response to Objections to Intervenors' Direct Testimony 

8/8/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Deadline for Discovery on Staff's and Intervenors' Direct 

Testimony 8/8/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Hearing 

8/8/2019 SO Natural Gas Rate Case Northern Illinois Gas Co. IL D-18-1775  Exceptions to Proposed Order 

8/8/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  Hearing 

8/8/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Hearing (at least 50 days before rates)  

8/9/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Objections to Staff's Direct Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  AEP Texas Rebuttal Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Intervenor/Staff Cross-Rebuttal Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Responses to Objections to Staff's Direct Testimony 

8/13/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Final Date of First Round of Rolling Data Requests  

8/13/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Staff and Intervenor rebuttal testimony 

8/13/2019 EXC Electric Rate Case Pepco MD MD D-9602   Final order due 

8/14/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Deadline to Request a Prehearing Conference 

8/14/2019 SO Natural Gas Rate Case Virginia Natural Gas Inc. VA C-PUR-2019-00095  Response 

8/14/2019 NWN Natural Gas Rate Case Northwest Natural Gas Co. WA D-UG-181055  CancelledSettlement and Evidentiary Hearing(previously, 

Evidentiary Hearing) 8/15/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6  Duke Energy Indiana will file its rebuttal 

8/15/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  OCA & Intervenor Rebuttal to Each Other 

8/15/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Direct Testimony 

8/15/2019 SO Natural Gas Rate Case Northern Illinois Gas Co. IL D-18-1775  Replies to Exceptions 

8/15/2019 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002  OCA & Intervenor Direct Testimony  

8/16/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Objections to Rebuttal / Cross-Rebuttal Testimony; Deadline 

for Discovery on Rebuttal / Cross-Rebuttal Testimony; 8/16/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Staff/OPC/Intervenortestimony due 

8/19/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Prehearing conference (if requested) 

8/19/2019 DUK Natural Gas Rate Case Piedmont Natural Gas Co. NC G-9, Sub 743  Hearing 

8/19/2019 ED Electric Rate Case Consolidated Edison Co. of NY NY C-19-E-0065  Start of Evidentiary Hearings 

8/19/2019 ED Electric Rate Case Consolidated Edison Co. of NY NY C-19-E-0066  Start of Evidentiary Hearings 

8/20/2019 AEP Electric Rate Case Southwestern Electric Power Co AR D-19-008-U  Rebuttal Testimony (Company) 

8/20/2019 AEP Electric Rate Case Indiana Michigan Power Co. IN Ca-45235  OUCC & Intervenor Cases-in-Chief 

8/20/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/20/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366  Settlement Conference; hosted by Staff. 

8/21/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/21/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Staff and Intervenor Testimony 

8/22/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/22/2019 ETR Natural Gas Rate Case System Energy Resources LA EL18-142-001  Rebuttal   testimony   on   ROE   by   Complainants   and   

Supporting Intervenors 8/22/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Initial Post Hearing Briefs 

8/22/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Rebuttal to Each Other 

8/22/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Company surrebuttal testimony  

8/22/2019 PJM Markets and Reliability Comitee0    -    -                                                                                               -  

8/22/2019 DTE IRP DTE Electric MI U-20471  Rebuttal Testimony      

8/23/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/23/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Natural Gas Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Gas)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Electric Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Elec)  Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Natural Gas Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Gas)  Offered Evidence Direct : Intervenor and Commission Staff 

8/26/2019 DTE IRP DTE Electric MI U-20471  Motions to Strike  

8/26/2019 DTE IRP DTE Electric MI U-20471  Cost Estimate Update   

8/27/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Responses on First Round  

8/30/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6  Evidentiary hearing 

8/30/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  IPL Reply Testimony to OCA and Intervenors 

8/30/2019 DTE IRP DTE Electric MI U-20471  Responses to Motions  

8/30/2019 DTE IRP DTE Electric MI U-20471  Responses to Cost Update      

8/30/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001  IPL Reply Testimony  
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Key Research

Guggenheim's Forward Commodity Curves

• Forward Commodity Curves for Power & Utility Modeling

Key Industry Research
1. PJM: Not So Fast - FERC Puts the Brakes on August Auction

2. Utility and IPP 2Q19 Model Sweep

3. ERCOT: Guggenheim Texas Power Market Luncheon Recap
4. Illinois Policy: In the Land of Lincoln, Uncertainty Reigns
5. Policy Speaker Series Recap on Energy and Capacity: Perpetual State of Reforms Same as It Ever Was
6. Open Dialogue with MO, WA Commissioners - Walking Away Incrementally Positive on Both Jurisdictions
7. Major Change at CPUC Cometh? Follow Up on Potential CPUC Movements, Governor's Chance to Reset CPUC Agenda
8. 2019 Utility Outlook: We Didn’t Hear A Bell… “Nothing's Over 'Til It's Over;” One More Round for Utilities
9. California Wildfire Wrap – You Can Check Out, but You Can Never Leave
10. Guggenheim's 2018 EEI Summary
11. Guggenheim EEI Takeaways - Day 3
12. Guggenheim EEI Takeaways - Day 2
13. Guggenheim EEI Takeaways - Day 1
14. Guggenheim EEI - Investor Question Bank
15. PJM: No Country for Common Ground; Reply Briefs Land at FERC
16. PJM: You May Ask Yourself, Well How Did I Get Here? Back to the Commission for the Main Show
17. Coal/Nuclear: Will Politics “Trump” Reality
18. CA Policy Crash Course: Don’t Hold Your Breath For a Wildfire Resolution….
19. February Meter Reading - Yield “Almost” Catching Up with Utility Valuations; Lowering Our PTs and Looking Beyond Bond

Surrogates
20. PJM Capacity Auction: Introducing Prelim-2021/22 Pricing Forecasts – Well…It’s Not Getting Much Worse, Projected Pricing Mixed

Key Company Research
1. DUK - SB 559 Moves Along, Pushing Out a Decision on Alternative Ratemaking to March ‘20
2. VST: Vistra Lassos Ambit Energy
3. ES: Very Constructive Dinner Among Friends Despite “Some” Being New England Sports Fans
4. SRE NDR: Step Up Growth Investors; Utility-Like Risk With Outsized Returns - How Do We Get There?
5. AWK NDR: No Water Shortages Here; Growth Not Drying Up Anytime Soon
6. NJR: Upgrade to NEUTRAL (from SELL) as Laggard Performance Balances OK with Fundamental Outlook
7. PEG NDR: NJ Clean Energy Agenda and Dipping the Toes in the Jersey Shore
8. SJI NDR: Tale from the Road - In the Market for a Value Play w/Solid Growth Prospects? … Look No Further
9. PPL - A Quandary Unlike Any Other
10. NEE/NEP: High End Is the New Low End, When You Think the Runway Ends, “They’re Just Getting Started”; Raising PT
11. SJI: Revising to BUY - Back In Jersey’s Hands & Steering The Ship Into Calmer (Mostly Regulated) Waters
12. LNT: For a Good Night’s Sleep, Take Alliant
13. NRG: More Down‘Stream’ Retail Expansion
14. VST NDR - What’s with All the Fuss… We Would Be Aggressive Buyers Here
15. ED NDR: Ripe in the Big Apple… - Solid Utility? Yes… But Undervalued? That’s Debatable
16. D: Guggenheim Policy Speaker, Atlantic Coast Pipeline Discussion | The Project Will Be Built
17. ALE NDR: TA-CO-NITE! Winds of Change Are Blowing in the Right Direction…
18. DTE – On the Road with Mgmt. – 80/20 Rule Need Not Apply; Solid Strategy, Supported by Good People
19. CMS – MPSC Telegraphing Constructive Regulatory Signals in CMS Gas Rate Case – Solid Footing
20. SRE: Simplicity is the Ultimate Sophistication…
21. VST: Another Day, Another Illinois Policy Proposal
22. D: Msg Delivered on Time/on Budget; Inline Analyst Day Cements Solid Base to Work Off Of--Execution/Patience is Key
23. VST: Clearing the Air in Illinois: MPS Resolution Draws Closer
24. PNW NDR: It's Just Another Political Cycle – Agendas More Aligned: Relationships Will Be Re-“Stored”
25. D: Guggenheim Policy Speaker, Millstone Discussion | Connecticut Un-Quarked: They Will Likely Get It Done, We Are Holding

Our Breath
26. EXC NDR: State Rescue Cometh - Deeper Dive
27. WEC NDR: Putting the WEC in WECC; Western NDR Highlights a Premium Utility with Valuation Concerns on Back Burner
28. D: NDR – Coming Out Party Well Received - March Madness Continues
29. PEG 4Q Preview and Mini Drill-Down - Looking Good from All Angles
30. VST: Bulking Up the Integrated Model with Some Eastern Retail: VST Acquires Crius Energy
31. FE NDR: Time Is the Furthest Distance Between Two Points…
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32. POR: Bringing Portland to the Heartland: Capex, Policy, and RFPs Dominate Our NDR
33. D/SCG: Global Settlement Reached; Upgrading SCG to BUY On Improved Merger Outlook
34. SRE: Another Day, Another Dollar: Buying Low; Selling High
35. NRG: The Texas Two Step - Front Seat for a Sizable Buyback Show? Past the Debut; We’re Now Here for the Climax
36. NEE – Mgmt. Roadshow: Rising Interest Rates? No Problem. Raising Valuation? Why Not…
37. Michigan Bus Tour: Motoring from Jackson to Detroit in Style
38. NYLD Mgmt. Call – Conservative Growth Guidance, Managing Expectations; Should Over-Deliver - Visibility Will Be Key
39. “Summer Nights” Means New Summer Flings – Tell Me About It; Upgrading, Downgrading and Making an M&A Call
40. SR Mgmt. Roadshow – Pathway for LT Growth Now More Visible; M&A? No Longer in Acquisition Mode
41. DUK Mgmt. Roadshow – Growth Concerns? Nothing to See Here, But Some Value Left on the Sidelines
42. CMS Mgmt. Roadshow – Consistent Showing: Another Day, Another Dollar; A Key Name We Are Watching
43. SRE – Follow-up Mgmt. Meeting - Crystal Clear Upside and “Active” Optimization Plan…Eventually: the Re-rating Will Come
44. SRE – Analyst Day - It’s the Simple Things in Life: One Way or Another, Actively Seeing a Re-Rating Story
45. PEG - Mgmt. NDR: Jersey Strong through the Midwest
46. D/SCG – Testing Dominion’s Patience? May Stick This Out…For Now... but Policy-Makers Playing a Dangerous Game
47. LNT - Mgmt. Roadshow: In Messy Times Everyone Appreciates a “Clean Story”….
48. ETR – No Introduction Needed: Analyst Day Highlights Above Avg., Undervalued, Regulated Growth Story w/ Upside
49. SRE – “Active” Analyst Day Preview: Keys to Unlocking Value Within Reach?
50. OGE/AEP – Okie Dokie in Oklahoma? Depends Which Way the Wind Blows
51. EVRG – Click, Click, There’s No Place Like Home: Top-tier Growth w/ Buybacks & Solid Risk-Adjusted Upside vs Peers
52. VST - Inline Analyst Day Comes with Buybacks, NT Deleveraging - Remains a Step Function, Catalyst Driven Story
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 207 54.19% 34 16.43%

NEUTRAL 166 43.46% 6 3.61%

SELL 9 2.36% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers
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on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.
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Ticker Price Rating
AEP 90.23 Neutral
CNP 27.87 Buy
DUK 89.77 Buy
ETR 109.19 Buy
EXC 45.13 Buy
LNT 51.63 Neutral
NEE 217.53 Buy
NI 29.42 Buy
NRG 35.47 Buy
SO 57.48 Neutral
SRE 138.88 Buy

 

 Power, Utilities & Alternative Energy August 19, 2019

The Guggenheim Daily Transmission: CNP, NEE,
ETR, SRE, NI, DUK, ISO-NE, AEP, SO, EXC, LNT,
ERCOT, NRG, PJM, Policy

For other Guggenheim Hosted Client Utility Events including
Annual TX Power, Gas and Wires Bus Tour, EEI Meetings/
Utility Dinners, NDR schedule among other events, scroll
down

CNP – CEHE petitions for review of additional municipal ordinances within the PUCT
rate case

NEE – FERC staff presents biological assessment in consultation with US Fish and
Wildlife service for MVP Southgate extension

NEE – ICWA group has submitted a complaint on the MVP Greene Interconnect review
process

ETR – Elizabeth Warren voices concerns over Pilgrim Nuclear station license transfer

NEE – FPL confirms indication of interest in JEA utility purchase as reorganization
process considers solicitation, evaluation and potential negotiation of sale

SRE – Port Arthur LNG expansion of pipeline files monthly report

NI – Restoration mostly done a year after the MA incident

DUK – Filing of stakeholder meeting report in Tranche 2 of renewable procurement
program

DUK/NC/Policy – NC DEQ proposed Clean Energy Plan for the state

DUK/Piedmont Gas – NC PUC set date for evidentiary hearing and gave notice of
questions for Piedmont

NE-ISO/Policy – NE-ISO received requests to reconsider its market design as the region
adds more renewable

AEP – Additional filings by AEP and staff in AEP TX’s rate case

AEP – Errata filing made by staff in SWEPCO’s rate case

SO – Georgia Power filed responses to staff’s data requests

SO – Parties filed reply brief on exceptions in Nicor Gas’ rate case

EXC – Testimony filed in ongoing ComEd FRP process; deadline extended

LNT – Rebuttal Testimony filed in ongoing IPL electric case – gas testimony also filed

ERCOT/NRG – ISO greenlights seasonal mothballing of Gregory Plant

PJM/Policy – PJM Board meets with Generators and Customer Sectors

CNP – CEHE petitions for review of additional municipal ordinances within the PUCT
rate case
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• CEHE cities issued ordinances and resolutions from July 18-August 8 denying the
company’s request to change rates (within cities having jurisdiction over the Company’s
rates).

• CEHE also requests that its appeals of the denials be included in the rate case docket.

• Docket: 49421

Guggenheim takeaway: Procedural data point, seems like a logical step in the regulatory
process in bringing the cities opposing the rate increases as intervenors to the PUCT docket
and including the appeal of city ordinances in the rate case record.

NEE – FERC staff presents biological assessment in consultation with US Fish and
Wildlife service for MVP Southgate extension

• FERC staff issued a BA listing potentially affected threatened species as MVP Southgate
submits environmental assessments.

• Southgate is a 375Mcf/day project in addition to the original 303-mile MVP pipeline
through West Virginia and Virginia.

• Docket: CP19-14

Guggenheim takeaway: For your awareness. Southgate extension project starting to gain
traction. The BA is subject to further review and is only used to specify currently affected
species from the draft EIS.

NEE – ICWA group has submitted a complaint on the MVP Greene Interconnect review
process

• ICWA objects to the lack of public notice and opportunity for intervention on MVP Greene
Interconnect.

• ICWA allegation is that: “A significant new component to the Mountain Valley Pipeline
Project was hidden from public review and comment by being placed on a new docket
without notification to the public or to intervenors on the principal Mountain Valley Pipeline
docket. Only by chance were a limited number of stakeholders able to file on time for
intervenor status on the new docket.”

• Earlier last week, FERC issued a positive environmental assessment to MVP for its
Greene Interconnect project in West Virginia.

• Greene Interconnect is 1 Bcf/d of firm transportation, with an estimated $28M of cost for
connecting to the Columbia Gas system.

• Docket: CP19-14

Guggenheim takeaway: For your awareness. Greene Interconnect is another small
expansion for MVP.

ETR – Elizabeth Warren voices concerns over Pilgrim Nuclear station license transfer

• Elizabeth Warren issued a letter to the NRC, voicing concerns about Massachusetts
citizens' need for additional information.

• This letter follows another Massachusetts Senator’s letter stating: “More hearings and
opportunities for public input are needed to resolve critical outstanding questions – until
that happens, this license transfer should not be approved. The NRC should not put
nuclear industry timelines above the statutory requirement for a process that includes the
opportunity for public input and involvement.”

• Pilgrim permanently shut down in June of this year with decommissioning activities
already under way:
◦ Fuel has been removed from the reactor and placed into the spent fuel pool.
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◦ NRC has previously docketed certifications for permanent shutdown.

◦ 270 site employees are being retained to perform post-shutdown operations.

Guggenheim takeaway: A negative datapoint for decommissioning of Pilgrim Nuclear, but
we feel the NRC process has been running course in the appropriate manner. From our
understanding, the process follows a similar structure to the approved Vermont Yankee
transfer.

NEE – FPL confirms indication of interest in JEA utility purchase as reorganization
process considers solicitation, evaluation and potential negotiation of sale

• Florida Power & Light Co. President and CEO Eric Silagy said Friday the company is
looking at bidding to buy JEA (according to Jax daily record).

• JEA reorganization will be going through an Invitation to Negotiate (ITN) for strategic
alternatives.

• The ITN will be conducted in three phases: solicitation, evaluation and negotiation.

• JEA has set a deadline of 12:00 p.m. on Sept. 30 for replies and required documents.

• Jacksonville Electric Authority (JEA) potential privatization was voted on by the JEA board
earlier.

Guggenheim takeaway: Interesting datapoint as the process for a potential private sale
has just been kicked off. We have previously anticipated NEE to make a bid for other utilities
near their core Florida jurisdiction. These upsides are not included in company guidance,
but we have noted potential upsides in our note here.

SRE – Port Arthur LNG expansion of pipeline files monthly report

• Monthly report filed with minor activity for the Port Arthur LNG expansion pipeline
application.

• Port Arthur (SRE subsidiary) filed a request with FERC to take a first look at a 2.5 BCF/
d pipeline expansion to feed the earlier requested Port Arthur expansion.

• Louisiana Connector Extension Project will take gas from Delhi, LA, same source as
the already-approved Louisiana Connector pipeline, a 131-mile and 42-inch diameter
pipeline with a capacity of 2 Bcf/d also serving Port Arthur LNG.

• Port Arthur earlier filed a request with FERC to initiate the pre-filing environmental review
of additional 2 trains at the planned Port Arthur facility (additional 13 MTPA LNG export
capacity).

• Docket: PF19-6

Guggenheim takeaway: This filing is another datapoint for SRE. Port Arthur expansion
plans now pushes SRE beyond the original 45 MTPA original goal for LNG exports. We
noted potential LNG opportunities in our NDR note.

NI – Restoration mostly done a year after the MA incident

• NI is now almost done (link) with its restoration efforts following the MA incident a year
ago.

• The company had fixed (vs replacing) heating equipment for 875 customers and changed
18.5K appliances and parts.

Guggenheim takeaway: Good progress on restoration efforts by NI after a big explosion.
Recall that NI is also making good progress on the legal front as well as the insurance
recovery front as the company reach a settlement on all class lawsuit recently and recorded
$670M in liability insurance recovery against the total of $800M. With more clarity and
certainty on the cost of the
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incident and insurance recovery, NI management’s deferral of a decision on the timing of
the rate case in MA makes us continue to think that either the company requires more time
to arrive at a decision or management is in the process of a potential strategic move
out of MA through a sale which would preempt a GRC for what we see as obvious
reasons – we believe latter. As we have discussed in the past (NI note HERE and
ES note HERE), we believe a potential sale of the jurisdiction to a company such as
ES (Neutral) could be a very viable path/solution and manageable for ES given their
balance sheet capacity (EV of Bay State ~$700-800mm).

DUK – Filing of stakeholder meeting report in Tranche 2 of renewable procurement
program

• DUK has filed the report for its stakeholder meeting that was held on Aug. 7.

• Competitive Procurement of Renewable Energy Program (CPRE, Docket E-2, SUB 1159
and E-7, SUB 1156) (link).

Guggenheim takeaway: We will continue to monitor this process. For your tracking of the
progress on DUK’s renewable procurement program in NC. Recall that in this program, NC
is looking to procure ~2.6 GWs of solar over 3 tranches and DUK has won in aggregate
34.5% of the total procured in Tranche 1. As we have noted in our recent DUK NDR note
(HERE), DUK management embeds an expectation of winning 30% of the total 2.6 GWs in
its current plan leaving any win above the 30% cap as incremental upside to current plan.
The pre-solicitation period (60 days) for tranche 2 will start on Aug. 15th. See our 7/3/2019
Daily for more details.

DUK/NC/Policy – NC DEQ proposed Clean Energy Plan for the state

• North Carolina’s Department of Environmental Quality (DEQ) has issued a proposed
Clean Energy Plan for the state which calls for emission reduction by 60-70% vs the
2005 level by 2030. Other notable items in the proposed plan include an updated utility
incentive program (multi-year rate plan, performance-based regulatory system) and grid
modernization plan (see page 25 of the plan).

• Public comments on this plan are accepted through Sep. 9 and the final version of the
plan will be submitted to the governor by Oct. 1.

• The plan HERE.

Guggenheim takeaway: A good development in NC highlighting the favorable environment
for regulated utilities in the state. The plan seems to strike a balance between deriving
benefits for customers through improving the grid and cutting emissions and creating the
right incentives to encourage compliance from utilities in the state. We will monitor the
progress on this plan. Note that the current focus for DUK is S559, which is still waiting to
be voted on in the House of Representatives in NC. See our DUK NDR note HERE and
2Q19 note HERE for more details.

DUK/Piedmont Gas – NC PUC set date for evidentiary hearing and gave notice of
questions for Piedmont

• Following the settlement agreement among Piedmont, staff and two consumer groups,
the NC PUC has set the date for evidentiary hearing on Aug. 19 at 2PM. In this order, the
PUC also gave notification of the additional questions that it wants Piedmont’s witnesses
to answer.

• Docket G-9 Sub 743.

Guggenheim takeaway: The case is moving along its procedural schedule after Piedmont,
staff and consumer groups reached a stipulation on the case. For more details on the
stipulation, see our 8/14/2019 Daily.

NE-ISO/Policy – NE-ISO received requests to reconsider its market design as the
region adds more renewable
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• The New England Power Generators Association (NEPGA) sent a letter (link) to the NE-
ISO expressing its support for the request to reconsider market design in New England
by the New England States Committee on Electricity (NESCOE).

• See NESCOE’s request here (link).

Guggenheim takeaway: We will continue to track the development around this matter. The
push for more renewable energy in the region is seen in the pipeline of offshore wind projects
including Vineyard Wind (hitting permitting roadblock) and Revolution Wind as well as the
upcoming offshore wind RFPs in CT and MA. See our ES note HERE for more details.

AEP – Additional filings by AEP and staff in AEP TX’s rate case

• AEP has made an additional filing to add more workpapers to its rebuttal testimony while
the staff has also made filings to add to its testimony.

• Docket 49494.

Guggenheim takeaway: The case is progressing on schedule. We will continue to track
the progress on the case.

AEP – Errata filing made by staff in SWEPCO’s rate case

• The staff has made an errata filing to fix a minor error in its testimony.

• According to the schedule, SWEPCO will file rebuttal testimony by Aug. 20. The other
deadlines in this schedule are:
◦ Sep. 24, 2019: surrebuttal testimony by staff and intervenors

◦ Oct. 2, 2019: sur-surrebuttal testimony by SWEPCO

◦ Oct. 11, 2019: issue list or settlement proposal

◦ Oct. 21, 2019: public evidentiary hearing

• Docket 19-008-U.

Guggenheim takeaway: For your tracking of the case.

SO – Georgia Power filed responses to staff’s data requests

• Georgia Power has made filings in respond to staff’s data requests.

• Docket 42516.

Guggenheim takeaway: The rate case is progressing along its normal course.

SO – Parties filed reply brief on exceptions in Nicor Gas’ rate case

• Consistent to the deadline of Aug. 16 set by the ALJ for filing of reply briefs, various
parties in Nicor Gas’ rate case have made reply brief on exceptions on or before Aug. 16.

• Docket: 18-1775

Guggenheim takeaway: Normal progress on the case.

EXC – Testimony filed in ongoing ComEd FRP process; deadline extended

• Rebuttal testimony deadlines have been extended to August 23rd as industrial and
consumer stakeholders have begun filing.

• Docket HERE.
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Guggenheim takeaway: Part of the process.

LNT – Rebuttal testimony filed in ongoing IPL electric case – gas testimony also filed

• Rebuttal testimony has been filed in IPL’s ongoing electric base rate case, with initial
testimony also filed.

• Electric docket HERE, gas HERE.

Guggenheim takeaway: As a reminder, the electric case is the focus here as IPL’s gas
rate base remains much smaller.

ERCOT/NRG – ISO greenlights seasonal mothballing of Gregory Plant

• ISO Staff have approved NRG’s plan to mothball the Gregory Plant on October 17th for
the October to May period.

Guggenheim takeaway: Zero surprise to us given the plant was offline until very recently
– the application to mothball the plant was also as we expected and part of management’s
original plan.

PJM/Policy – PJM Board meets with Generators and Customer Sectors

• The PJM Board met with representatives from both sectors at different closed-door
meetings in late July as a part of its initiative to “foster elevated and strategic
communications.”

• Generators summary letter HERE, End Users summary letter HERE.

Guggenheim takeaway: No major surprises in the summaries posted – both sides remain
entrenched on several fronts (e.g. affordability, state subsidies, preserving competition,
etc.). The RTO remains in a difficult position, in our view, as it seeks to navigate a middle
ground between competing state, federal, and market participant goals.
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Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour

Equity Research | Corporate Access

Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour
Please join us in the Lone Star state for two days of meetings in Dallas and Houston,

featuring C-Suite from Vistra, Sempra (Oncor), CenterPoint, NRG and Entergy. We

will be focused on several sector themes including ERCOT market dynamics, de-

regulated power markets and regulated T&D growth opportunities in and outside of

TX, with the trip conveniently timed with the all-important peak summer season and

Q3 earnings.

Dates and Locations

September 19 | Dallas
September 20 | Houston

Thursday, September 19 | Dallas

10:00 AM |Vistra Energy Corp. (VST)
David Campbell, CFO and team

1:00 PM | Sempra Energy (SRE) / Oncor
Allen Nye, CEO; Don Clevenger, CFO and other management team members

Fly to Houston and have dinner with Guggenheim Team

Friday, September 20 | Houston
8:00 AM | CenterPoint Energy, Inc. (CNP)
Xia Liu, CFO; Kenny Mercado, CIO and other team members

10:00 AM | NRG Energy Inc. (NRG)
Mauricio Gutierrez, CEO; Elizabeth Killinger, Head of Mass Retail; Robert Gaudette, Head of
Business Solutions

1:00 PM | Entergy Corporation (ETR)
Drew Marsh, CFO Entergy Corp as well as C-Suite of Entergy Texas

Participating Guggenheim Analyst

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy

Logistics

Transportation details, logistics and hotel recommendations to follow
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Guggenheim's 2019 EEI Invite & Schedule

Dates 
November 10-12, 2019 

Company Dinners (Hosted by Guggenheim) 

 

Company Meetings 
*More Utilities will be added and we will update schedule accordingly* 

 

 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 
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Guggenheim's Power & Utility Comp Sheet

 

Price as of Close8/16/2019 Guggenheim Consensus

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings

Cap ($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AEP American Electric Power 44.6 Neutral $82 $90.23 3.1% 63% 494 4.20   4.44   4.71   4.93   21.5 20.3 19.2 18.3 4.14   4.41   4.68   4.94   21.8 20.5 19.3 18.3

ALE ALLETE 4.4 Neutral $86 $85.10 3.0% 66% 52 3.57   3.88   4.17   4.28   23.8 21.9 20.4 19.9 3.56   3.86   4.18   4.28   23.9 22.1 20.4 19.9

AVA Avista* 3.1 Neutral $43 $46.48 3.5% 80% 66 1.93   2.05   2.23   2.41   24.1 22.7 20.8 19.3 2.43   1.98   2.14   2.41   19.1 23.4 21.7 19.3

CMS CMS Energy 17.4 Neutral $59 $61.20 2.7% 61% 284 2.50   2.69   2.88   3.07   24.5 22.8 21.3 19.9 2.50   2.67   2.87   3.07   24.5 22.9 21.3 19.9

DUK Duke Energy 65.4 Buy $99 $89.77 4.4% 75% 729 5.10   5.26   5.57   5.91   17.6 17.1 16.1 15.2 4.95   5.17   5.42   5.80   18.1 17.4 16.6 15.5

ED Consolidated Edison 29.0 Neutral $89 $87.20 3.5% 66% 332 4.36   4.61   4.79   4.94   20.0 18.9 18.2 17.7 4.35   4.58   4.76   4.90   20.0 19.1 18.3 17.8

EIX Edison International* 26.0 Suspended NA $72.50 NA NA 358 NA NA NA NA NA NA NA NA 4.66   4.56   4.71   - 15.5 15.9 15.4 -

ES Eversource Energy 25.4 Neutral $76 $78.64 2.8% 60% 324 3.49   3.68   3.86   4.05   22.5 21.4 20.4 19.4 3.45   3.65   3.86   4.09   22.8 21.5 20.4 19.2

ETR Entergy 21.7 Buy $113 $109.19 3.5% 67% 199 5.30   5.63   5.97   6.34   20.6 19.4 18.3 17.2 5.28   5.56   5.91   6.25   20.7 19.6 18.5 17.5

EVRG Evergy 15.2 Buy $65 $64.45 3.2% 67% 235 2.93   3.14   3.32   3.52   22.0 20.5 19.4 18.3 2.89   3.16   3.31   3.47   22.3 20.4 19.5 18.6

FE FirstEnergy 23.8 Buy $49 $44.68 3.5% 63% 532 2.46   2.51   2.66   2.81   18.2 17.8 16.8 15.9 2.48   2.48   2.64   2.78   18.0 18.0 17.0 16.1

LNT Alliant Energy 12.3 Neutral $44 $51.63 2.9% 64% 238 2.27   2.37   2.50   2.69   22.7 21.8 20.7 19.2 2.26   2.43   2.54   2.66   22.8 21.3 20.3 19.4

PCG PG&E Corporation* 7.6 Suspended NA $14.28 0.0% 0% 529 NA NA NA NA NA NA NA NA 3.82   3.72   3.71   4.95   3.7 3.8 3.8 2.9

PNW Pinnacle West 10.6 Neutral $104 $94.12 3.4% 63% 112 4.78   5.04   5.28   5.63   19.7 18.7 17.8 16.7 4.77   5.03   5.30   5.58   19.7 18.7 17.8 16.9

POR Portland General Electric 5.0 Neutral $50 $56.30 2.9% 63% 89 2.40   2.56   2.73   2.77   23.5 22.0 20.6 20.3 2.41   2.56   2.72   2.81   23.4 22.0 20.7 20.0

PPL PPL Corporation 21.2 Neutral $34 $29.41 5.6% 66% 722 2.44   2.51   2.50   2.66   12.1 11.7 11.8 11.1 2.43   2.52   2.47   2.66   12.1 11.7 11.9 11.1

SO Southern Company 60.1 Neutral $56 $57.48 4.4% 81% 1045 3.05   3.15   3.31   3.46   18.8 18.2 17.4 16.6 3.03   3.15   3.27   3.47   19.0 18.2 17.6 16.6

WEC WEC Energy 28.5 Buy $93 $90.44 2.8% 67% 315 3.52   3.73   3.98   4.26   25.7 24.2 22.7 21.2 3.53   3.74   3.98   4.25   25.7 24.2 22.7 21.3

*Average (Excl. PPL for P/E) 3.3% 67% 21.7 20.5 19.3 18.3 21.5 20.6 19.5 18.4

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NI NiSource 11.0 Buy $31 $29.42 2.7% 61% 373 1.32   1.37   1.47   1.58   22.3 21.5 20.0 18.6 1.31   1.39   1.48   1.59   22.5 21.2 19.9 18.6

NJR New Jersey Resources 4.1 Neutral $45 $45.22 2.7% 61% 90 1.97   2.17   2.36   2.54   23.0 20.8 19.2 17.8 1.96   2.14   2.39   2.54   23.1 21.1 19.0 17.8

NWN NW Natural Gas 2.2 Sell $56 $71.95 2.6% 79% 30 2.40   2.50   2.62   2.67   30.0 28.8 27.5 26.9 2.40   2.53   2.65   2.67   30.0 28.4 27.1 26.9

SJI South Jersey Industries 2.9 Buy $35 $31.65 3.7% 104% 92 1.12   1.60   1.74   1.90   28.3 19.8 18.2 16.7 1.10   1.56   1.73   1.88   28.8 20.3 18.2 16.9

SR Spire 4.2 Neutral $87 $82.59 2.8% 63% 51 3.78   4.01   4.17   4.45   21.8 20.6 19.8 18.6 3.75   3.90   4.10   4.37   22.0 21.2 20.2 18.9

Average     2.9% 74% 25.1 22.3 20.9 19.7 25.3 22.4 20.9 19.8

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

EXC Exelon 43.8 Buy $53 $45.13 3.2% 46% 972 3.13   3.05   3.02   3.08   14.4 14.8 14.9 14.7 3.13   3.10   2.99   3.20   14.4 14.6 15.1 14.1

PEG PSEG 29.4 Buy $64 $58.10 3.3% 59% 506 3.23   3.50   3.55   3.72   18.0 16.6 16.4 15.6 3.24   3.43   3.48   3.78   17.9 16.9 16.7 15.4

Average     3.2% 52% 16.2 15.7 15.7 15.1 16.2 15.8 15.9 14.7

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDACap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NRG NRG Energy 9.0 Buy $51 $35.47 0.3% 0% 253 1,975 1,890 1,843 1,799 7.2 7.2 7.1 7.3 1,944 1,910 1,798 1,799 7.2 7.3 7.8 NA

VST Vistra Energy 11.6 Buy $39 $23.69 2.1% 0% 492 3,367 3,315 3,379 3,481 6.7 6.7 6.4 6.0 3,252 3,245 3,007 3,481 6.5 6.1 6.3 NA

Average 7.0 7.0 6.8 6.6 6.8 6.7 7.0 NA

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CNP CenterPoint 14.0 Buy $32 $27.87 4.2% 69% 502 1.67   1.68   1.81   1.97   16.7 16.6 15.4 14.1 1.65   1.78   1.90   1.97   16.9 15.6 14.7 14.1

D Dominion 61.7 Buy $86 $76.86 4.8% 87% 803 4.24   4.44   4.68   4.92   18.1 17.3 16.4 15.6 4.18   4.39   4.63   4.89   18.4 17.5 16.6 15.7

DTE DTE Energy 23.7 Buy $140 $129.29 2.9% 60% 183 6.25   6.67   7.18   7.59   20.7 19.4 18.0 17.0 6.24   6.58   7.05   7.52   20.7 19.7 18.3 17.2

NEE NextEra 104.2 Buy $230 $217.53 2.2% 57% 479 8.55   9.26   9.99   10.65 25.4 23.5 21.8 20.4 8.40   9.08   9.83   10.50 25.9 24.0 22.1 20.7

OGE OGE Energy 8.6 Neutral $43 $43.10 3.5% 70% 200 2.14   2.30   2.41   2.51   20.1 18.7 17.9 17.2 2.13   2.29   2.41   2.49   20.3 18.8 17.9 17.3

SRE Sempra Energy 38.1 Buy $158 $138.88 2.8% 64% 275 6.08   7.21   7.65   7.92   22.8 19.3 18.2 17.5 6.02   6.99   7.79   7.86   23.1 19.9 17.8 17.7

Average     3.2% 68% 20.7 19.1 17.9 17.0 20.9 19.2 17.9 17.1

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AWK American Water Works 22.4 Neutral $105 $124.22 1.6% 54% 181 3.61   3.96   4.27   4.60   34.4 31.4 29.1 27.0 3.59   3.90   4.24   4.67   34.6 31.9 29.3 26.6

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDACap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CWEN Clearway Energy 3.9 Suspended NA $17.90 NA NA 183 NA NA NA NA NA NA NA NA 971    1,051 1,156 NA 9.4 8.7 7.8 -

NEP NextEra Energy Partners 2.8 Buy $56 $49.09 4.2% NA 56 1,276 1,383 1,532 1,660 9.1 8.8 8.7 0.0 1,162 1,328 1,537 1,503 10.0 9.2 8.6 8.8

(1)  Regulated utilities deliv er pow er to end-use customers v ia regulated transmission & distribution (T&D) infrastructure; v ertically  integrated utilities w ith regulated or mostly  contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as w ell as div ersified utilities w ith a business mix  largely  comprised of gas infrastructure and related activ ities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activ ities).

(3)  Integrated utilities ow n and operate regulated T&D franchises, as w ell as un-regulated pow er generation w ith commodity  ex posure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility ) pow er plants that compete to sell pow er in w holesale markets or through retail marketing businesses.

(5)  Mult-Industry  Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-pow er unregulated activ ities (i.e. midstream, renew able dev elopment, energy  trading, etc.).

Source:  Bloomberg, Guggenheim Securities, LLC estimates.

Shahriar (Shar) Pourreza, CFA James Kennedy Constantine Lednev Khanh Nguyen, CFA

Managing Director Vice President Vice President Vice President

Other Rating

Multi-Industry Utilities (5) Rating

Regulated Electric Utilities (1) Rating

Integrated Utilities (3) Rating

Rating
Independent Power Producers 

(IPPs) (4)

Regulated Gas Utilities (2) Rating

O 212.651.0847

Constantine.Lednev@GuggenheimPartners.com

O 212.518.5862

M 973.632.6304

Shahriar.Pourreza@guggenheimpartners.com

spourreza2@bloomberg.net 

O 212.823.6561

Khanh.Nguyen@guggenheimpartners.com

O 212.823.6741

James.Kennedy@guggenheimpartners.com

Rating

GUGGENHEIM SECURITIES, LLC Page 9See pages 15 - 16 for analyst certification and important disclosures.

POWER, UTILITIES & ALTERNATIVE ENERGY

August 19, 2019

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:29 PM. 187

Attachment SDR-ROR-10(c)
187 of 587



Share Price Performance (Year-to-Date)

 

Year-to-Date Share Price Performance

Note: We are currently restricted on EIX and PCG
(1)  Regulated utilities deliv er pow er to end-use customers v ia regulated transmission & distribution (T&D) infrastructure; v ertically  integrated utilities w ith regulated or mostly  contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as w ell as div ersified utilities w ith a business mix  largely  comprised of gas infrastructure and related activ ities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activ ities).

(3)  Integrated utilities ow n and operate regulated T&D franchises, as w ell as un-regulated pow er generation w ith commodity  ex posure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility ) pow er plants that compete to sell pow er in w holesale markets or through retail marketing businesses.

(5)  Mult-Industry  Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-pow er unregulated activ ities (i.e. midstream, renew able dev elopment, energy  trading, etc.).

Source:  Bloomberg, Guggenheim Securities, LLC estimates.
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Guggenheim 2019 Non Deal Roadshow Schedule

MORE TO BE ADDED… 
 
 
 

Ticker Dates Regions  Ticker Dates Regions 

Commissioner 
Roundtable 

1/23 NYC SJI 6/19 NYC/NJ/CT 

FE 1/22-1/23 Boston/NYC PEG 6/24-6/26 Midwest 

D 2/25-2/26 Boston/NYC AWK 7/9-7/10 Midwest 

WEC 2/28-3/1 West Coast SRE 7/17-7/18 West Coast 

EXC 3/7-3/8 Dallas/Houston ES (Dinner) 8/12 NYC 

PNW 3/11-3/13 Midwest EVRG 8/20-8/21 Midwest 

ALE 4/2-4/4 West Coast ETR 9/11 Boston 

DTE 4/5 Boston ETR 9/12 KC/Minni 

ED 4/24 NYC  ETR 9/13 Chicago 

POR 4/29-4/30 West Coast  SJI 9/17 NYC/Boston 

VST 5/8-5/9 West Coast  SJI 9/18 NYC/Boston 

PPL 5/22-5/23 NYC 
 Texas Trip 

(CNP, ETR, NRG, 
SRE, VST) 

9/19-9/20 Dallas/Houston 

DTE 5/29-5/30 NYC  ED 9/27 Boston 

LNT 6/4 Boston  NEE 10/3-10/4 Midwest 

DUK 6/6-6/7 Midwest  CMS 12/3-12/4 Texas 

CWEN 6/13-6/14 Midwest     
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Key Events Calendar - August 2019

Power and Utilities: Coverage Calendar

Date Ticker Event / Proceeding Utility State Docket Description

8/1/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494 Objection to Intervenors' Direct Testimony - Staff Filing 

8/1/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494 Commission Staff Direct Testimony

8/1/2019 CMS Natural Gas Rate Case Consumers Energy Co. MI C-U-20322 PFD

8/1/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001 OCA & Intervenor Direct Testimony

8/1/2019 CMS Gas Rate Case Consumers Energy Co. MI C-U-20322 ALJ proposed decision expected in gas rate case

8/1/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 OCA & Intervenor Direct Testimony 

8/2/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6 OUCC and intervenors file their respective cases-in-chief

8/2/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR Response of Non-participating Parties to Settlement

8/2/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Response of Non-participating Parties 

8/5/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Settlement conference 

8/6/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Settlement conference 

8/7/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366   Avista files Reply Testimony. 

8/7/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Hearing 

8/7/2019 SO Natural Gas Rate Case Virginia Natural Gas Inc. VA C-PUR-2019-00095  Staff Report 

8/8/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Response to Objections to Intervenors' Direct Testimony 

8/8/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Deadline for Discovery on Staff's and Intervenors' Direct 

Testimony 8/8/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Hearing 

8/8/2019 SO Natural Gas Rate Case Northern Illinois Gas Co. IL D-18-1775  Exceptions to Proposed Order 

8/8/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  Hearing 

8/8/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Hearing (at least 50 days before rates)  

8/9/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Objections to Staff's Direct Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  AEP Texas Rebuttal Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Intervenor/Staff Cross-Rebuttal Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Responses to Objections to Staff's Direct Testimony 

8/13/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Final Date of First Round of Rolling Data Requests  

8/13/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Staff and Intervenor rebuttal testimony 

8/13/2019 EXC Electric Rate Case Pepco MD MD D-9602   Final order due 

8/14/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Deadline to Request a Prehearing Conference 

8/14/2019 SO Natural Gas Rate Case Virginia Natural Gas Inc. VA C-PUR-2019-00095  Response 

8/14/2019 NWN Natural Gas Rate Case Northwest Natural Gas Co. WA D-UG-181055  CancelledSettlement and Evidentiary Hearing(previously, 

Evidentiary Hearing) 8/15/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6  Duke Energy Indiana will file its rebuttal 

8/15/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  OCA & Intervenor Rebuttal to Each Other 

8/15/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Direct Testimony 

8/15/2019 SO Natural Gas Rate Case Northern Illinois Gas Co. IL D-18-1775  Replies to Exceptions 

8/15/2019 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002  OCA & Intervenor Direct Testimony  

8/16/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Objections to Rebuttal / Cross-Rebuttal Testimony; Deadline 

for Discovery on Rebuttal / Cross-Rebuttal Testimony; 8/16/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Staff/OPC/Intervenortestimony due 

8/19/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Prehearing conference (if requested) 

8/19/2019 DUK Natural Gas Rate Case Piedmont Natural Gas Co. NC G-9, Sub 743  Hearing 

8/19/2019 ED Electric Rate Case Consolidated Edison Co. of NY NY C-19-E-0065  Start of Evidentiary Hearings 

8/19/2019 ED Electric Rate Case Consolidated Edison Co. of NY NY C-19-E-0066  Start of Evidentiary Hearings 

8/20/2019 AEP Electric Rate Case Southwestern Electric Power Co AR D-19-008-U  Rebuttal Testimony (Company) 

8/20/2019 AEP Electric Rate Case Indiana Michigan Power Co. IN Ca-45235  OUCC & Intervenor Cases-in-Chief 

8/20/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/20/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366  Settlement Conference; hosted by Staff. 

8/21/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/21/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Staff and Intervenor Testimony 

8/22/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/22/2019 ETR Natural Gas Rate Case System Energy Resources LA EL18-142-001  Rebuttal   testimony   on   ROE   by   Complainants   and   

Supporting Intervenors 8/22/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Initial Post Hearing Briefs 

8/22/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Rebuttal to Each Other 

8/22/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Company surrebuttal testimony  

8/22/2019 PJM Markets and Reliability Comitee0    -    -                                                                                               -  

8/22/2019 DTE IRP DTE Electric MI U-20471  Rebuttal Testimony      

8/23/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/23/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Natural Gas Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Gas)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Electric Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Elec)  Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Natural Gas Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Gas)  Offered Evidence Direct : Intervenor and Commission Staff 

8/26/2019 DTE IRP DTE Electric MI U-20471  Motions to Strike  

8/26/2019 DTE IRP DTE Electric MI U-20471  Cost Estimate Update   

8/27/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Responses on First Round  

8/30/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6  Evidentiary hearing 

8/30/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  IPL Reply Testimony to OCA and Intervenors 

8/30/2019 DTE IRP DTE Electric MI U-20471  Responses to Motions  

8/30/2019 DTE IRP DTE Electric MI U-20471  Responses to Cost Update      

8/30/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001  IPL Reply Testimony  
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Key Research

Guggenheim's Forward Commodity Curves

• Forward Commodity Curves for Power & Utility Modeling

Key Industry Research
1. PJM: Not So Fast - FERC Puts the Brakes on August Auction

2. Utility and IPP 2Q19 Model Sweep

3. ERCOT: Guggenheim Texas Power Market Luncheon Recap
4. Illinois Policy: In the Land of Lincoln, Uncertainty Reigns
5. Policy Speaker Series Recap on Energy and Capacity: Perpetual State of Reforms Same as It Ever Was
6. Open Dialogue with MO, WA Commissioners - Walking Away Incrementally Positive on Both Jurisdictions
7. Major Change at CPUC Cometh? Follow Up on Potential CPUC Movements, Governor's Chance to Reset CPUC Agenda
8. 2019 Utility Outlook: We Didn’t Hear A Bell… “Nothing's Over 'Til It's Over;” One More Round for Utilities
9. California Wildfire Wrap – You Can Check Out, but You Can Never Leave
10. Guggenheim's 2018 EEI Summary
11. Guggenheim EEI Takeaways - Day 3
12. Guggenheim EEI Takeaways - Day 2
13. Guggenheim EEI Takeaways - Day 1
14. Guggenheim EEI - Investor Question Bank
15. PJM: No Country for Common Ground; Reply Briefs Land at FERC
16. PJM: You May Ask Yourself, Well How Did I Get Here? Back to the Commission for the Main Show
17. Coal/Nuclear: Will Politics “Trump” Reality
18. CA Policy Crash Course: Don’t Hold Your Breath For a Wildfire Resolution….
19. February Meter Reading - Yield “Almost” Catching Up with Utility Valuations; Lowering Our PTs and Looking Beyond Bond

Surrogates
20. PJM Capacity Auction: Introducing Prelim-2021/22 Pricing Forecasts – Well…It’s Not Getting Much Worse, Projected Pricing Mixed
21. Guggenheim-Hosted Power Brunch with State Utility Commissioners
22. Checking for a “Pulse” - Regulated Utility Valuations Losing Altitude, Now Fairly Valued vs. Bond Yields, and Showing Subsector

Variance
23. 2018 Outlook: An Absolute Shop Thinking in Relative Terms
24. Yo, Adrian! DOE Gets Knocked Down, But Power Market Reform Not Out – One More Round

Key Company Research
1. ES: Very Constructive Dinner Among Friends Despite “Some” Being New England Sports Fans
2. SRE NDR: Step Up Growth Investors; Utility-Like Risk With Outsized Returns - How Do We Get There?
3. AWK NDR: No Water Shortages Here; Growth Not Drying Up Anytime Soon
4. NJR: Upgrade to NEUTRAL (from SELL) as Laggard Performance Balances OK with Fundamental Outlook
5. PEG NDR: NJ Clean Energy Agenda and Dipping the Toes in the Jersey Shore
6. SJI NDR: Tale from the Road - In the Market for a Value Play w/Solid Growth Prospects? … Look No Further
7. PPL - A Quandary Unlike Any Other
8. NEE/NEP: High End Is the New Low End, When You Think the Runway Ends, “They’re Just Getting Started”; Raising PT
9. SJI: Revising to BUY - Back In Jersey’s Hands & Steering The Ship Into Calmer (Mostly Regulated) Waters
10. LNT: For a Good Night’s Sleep, Take Alliant
11. NRG: More Down‘Stream’ Retail Expansion
12. VST NDR - What’s with All the Fuss… We Would Be Aggressive Buyers Here
13. ED NDR: Ripe in the Big Apple… - Solid Utility? Yes… But Undervalued? That’s Debatable
14. D: Guggenheim Policy Speaker, Atlantic Coast Pipeline Discussion | The Project Will Be Built
15. ALE NDR: TA-CO-NITE! Winds of Change Are Blowing in the Right Direction…
16. DTE – On the Road with Mgmt. – 80/20 Rule Need Not Apply; Solid Strategy, Supported by Good People
17. CMS – MPSC Telegraphing Constructive Regulatory Signals in CMS Gas Rate Case – Solid Footing
18. SRE: Simplicity is the Ultimate Sophistication…
19. VST: Another Day, Another Illinois Policy Proposal
20. D: Msg Delivered on Time/on Budget; Inline Analyst Day Cements Solid Base to Work Off Of--Execution/Patience is Key
21. VST: Clearing the Air in Illinois: MPS Resolution Draws Closer
22. PNW NDR: It's Just Another Political Cycle – Agendas More Aligned: Relationships Will Be Re-“Stored”
23. D: Guggenheim Policy Speaker, Millstone Discussion | Connecticut Un-Quarked: They Will Likely Get It Done, We Are Holding

Our Breath
24. EXC NDR: State Rescue Cometh - Deeper Dive
25. WEC NDR: Putting the WEC in WECC; Western NDR Highlights a Premium Utility with Valuation Concerns on Back Burner
26. D: NDR – Coming Out Party Well Received - March Madness Continues
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27. PEG 4Q Preview and Mini Drill-Down - Looking Good from All Angles
28. VST: Bulking Up the Integrated Model with Some Eastern Retail: VST Acquires Crius Energy
29. FE NDR: Time Is the Furthest Distance Between Two Points…
30. POR: Bringing Portland to the Heartland: Capex, Policy, and RFPs Dominate Our NDR
31. D/SCG: Global Settlement Reached; Upgrading SCG to BUY On Improved Merger Outlook
32. SRE: Another Day, Another Dollar: Buying Low; Selling High
33. NRG: The Texas Two Step - Front Seat for a Sizable Buyback Show? Past the Debut; We’re Now Here for the Climax
34. NEE – Mgmt. Roadshow: Rising Interest Rates? No Problem. Raising Valuation? Why Not…
35. Michigan Bus Tour: Motoring from Jackson to Detroit in Style
36. NYLD Mgmt. Call – Conservative Growth Guidance, Managing Expectations; Should Over-Deliver - Visibility Will Be Key
37. “Summer Nights” Means New Summer Flings – Tell Me About It; Upgrading, Downgrading and Making an M&A Call
38. SR Mgmt. Roadshow – Pathway for LT Growth Now More Visible; M&A? No Longer in Acquisition Mode
39. DUK Mgmt. Roadshow – Growth Concerns? Nothing to See Here, But Some Value Left on the Sidelines
40. CMS Mgmt. Roadshow – Consistent Showing: Another Day, Another Dollar; A Key Name We Are Watching
41. SRE – Follow-up Mgmt. Meeting - Crystal Clear Upside and “Active” Optimization Plan…Eventually: the Re-rating Will Come
42. SRE – Analyst Day - It’s the Simple Things in Life: One Way or Another, Actively Seeing a Re-Rating Story
43. PEG - Mgmt. NDR: Jersey Strong through the Midwest
44. D/SCG – Testing Dominion’s Patience? May Stick This Out…For Now... but Policy-Makers Playing a Dangerous Game
45. LNT - Mgmt. Roadshow: In Messy Times Everyone Appreciates a “Clean Story”….
46. ETR – No Introduction Needed: Analyst Day Highlights Above Avg., Undervalued, Regulated Growth Story w/ Upside
47. SRE – “Active” Analyst Day Preview: Keys to Unlocking Value Within Reach?
48. OGE/AEP – Okie Dokie in Oklahoma? Depends Which Way the Wind Blows
49. EVRG – Click, Click, There’s No Place Like Home: Top-tier Growth w/ Buybacks & Solid Risk-Adjusted Upside vs Peers
50. VST - Inline Analyst Day Comes with Buybacks, NT Deleveraging - Remains a Step Function, Catalyst Driven Story
51. NJR – Management Roadshow: Growth Concerns? Nothing to See Here; M&A? Hmm…
52. PEG Analyst Day: Solid Analyst Day Left No Surprises – Steady As She Goes with Upside Generally Within Expectations
53. NEE / SO: Great Minds Think Alike – This Deal Makes a Lot of Sense For Everyone, with Room for More
54. FE – “Can’t Always Get What You Want, Get What You Need”: Above Avg. Growth, Deep Discount Generating Vast Interest
55. D – Southern Charming on Madison Avenue…Any Bargain Shoppers?
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 208 54.45% 33 15.87%

NEUTRAL 165 43.19% 6 3.64%

SELL 9 2.36% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers
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on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.
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Please refer to page 4 for important disclosures and analyst certification, or on our website 

www.macquarie.com/research/disclosures.   

19 August 2019 United States 

EQUITIES  
 

EXC US Outperform 

Price (at 20:50, 16 Aug 2019 GMT) US$44.65 

 

Valuation US$  52.00 
 - PER 

12-month target US$  52.00 

12-month TSR %  +19.8 

GICS sector Utilities 

Market cap US$m  43,381 

30-day avg turnover US$m  292.2 

Number shares on issue m  971.6 

 

Investment fundamentals 

Year end 31 Dec  2018A 2019E 2020E 2021E 

EPS adj US$ 3.12 3.19 3.06 3.13 

PER adj x 14.3 14.0 14.6 14.3 

Total DPS US$ 1.38 1.45 1.52 1.60 

Total div yield % 3.1 3.2 3.4 3.6 

 

EXC US rel S&P 500 performance, & rec history 

 
Note: Recommendation timeline - if not a continuous line, then there was no 
Macquarie coverage at the time or there was an embargo period. 

Source: FactSet, Macquarie Research, August 2019 

(all figures in USD unless noted) 

 

Analysts 
 

Macquarie Capital (USA) Inc. 
 

 

Angie Storozynski   +1 212 231 2569 
angie.storozynski@macquarie.com 

 

Hailey Xu   +1 212 231 1920 
hailey.xu@macquarie.com 

 

Exelon Corp (EXC US) 
Lots of moving parts 

Key points 

 Spike in ‘19/’20 ERCOT spark spreads; recovery in ‘20/’21 PJM power prices. 

 Federal investigation continues to threaten IL FRR legislation. 

 Drop in 30 yr T yield should weigh on regulated earnings in IL (ComEd). 
 

 

Event 

 We updated our thoughts on EXC following its 2Q19 earnings print and a sharp 

pullback in the stock: down 7.6% vs XLU up 1.8% since the beginning of 3Q19.  

Impact 

 ERCOT/PJM power price recovery: Since the end of 2Q19, ERCOT North/HSC 

ATC spark spreads are up 30%/37%/8% for ‘19/’20/’21, respectively, on the recent 

volatility driven by tight supply-demand fundamentals. PJM West/NI Hub ATC 

power prices remain dismal, but are up ~4% and 6% for ‘20/’21 since the end of 

the previous quarter.  

 IL FRR legislation: EXC continues to work on the FRR legislation in IL which is 

slated to be discussed during the veto session of the IL Legislature in November. 

According to press reports and EXC’s SEC report, federal investigators are looking 

into payments from current and former lobbyists of ComEd, EXC’s IL utility, to 

former co-workers of Michael Madigan, the Speaker of the IL House of 

Representatives. EXC/ComEd were both subpoenaed in this investigation, but 

EXC’s management insists that it has not derailed its FRR efforts. The legislation, 

if adopted as currently written, could provide ExGen’s nuclear plants in the state 

with more than US$320m in annualized revenues (~US$0.25/ps in annualized 

EPS) starting as soon as mid-2022, we estimate. While our estimates do not reflect 

the FRR-related earnings, they are included in our ’21 SOTP upside case. 

 ComEd earnings and 30yrTy: EXC’s distribution ROE in IL is linked to the 30-

year T yield (+580 bps) which has just droped below 2.1% from ~3% at the end of 

2018. The drop, if sustained, should pressure ComEd’s distribution earnings. Our 

updated estimates now reflect an expectation of a 2% 30yrTy. 

Earnings and target price revision 

 We updated our estimates to reflect changes in ERCOT/PJM power prices and the 

drop in the 30yrTy. Our new ‘19/’20/’21/’22 EPS estimates are 

US$3.19/3.06/3.13/3.03 vs US$3.15/3.05/3.04/3.02, respectively. The increase in 

our ’21 EPS is primarily driven by higher ExGen earnings while regulated earnings 

(ComEd) fell. With marginally lower regulated earnings and risks surrounding the 

ExGen’s upside case in IL (IL FRR), we lowered our TP to US$52 from US$52.50. 

Our new TP remains based on our ’21 SOTP (Fig. 2). 

Price catalyst 

 12-month price target: US$52.00 based on a Sum of Parts methodology. 

 Catalyst: IL FRR legislation; PJM capacity auction 

Action and recommendation 

 We reiterate our Outperform rating. 
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Fig 1 EXC: EPS breakdown by segment (US$) 

 2017 2018 2019E 2020E 2021E 2022E 

Regulated utilities  $          1.77   $    1.92   $    2.10   $    2.16   $      2.29   $      2.40  
ExGen  $          1.03   $    1.39   $    1.27   $    1.08   $      1.02   $      0.80  
Parent  $        (0.19)  $   (0.19)  $   (0.18)  $   (0.18)  $     (0.17)  $     (0.17) 
Total EPS  $          2.60   $    3.12   $    3.19   $    3.06   $      3.13   $      3.03  
Regulated EPS/Total EPS 60% 55% 60% 65% 68% 74% 

Source: Macquarie Capital (USA), August 2019 

 

Fig 2 EXC: ’21 SOTP valuation 

Base case  2021 FCF (50%)  FCF yield  

ExGen 774 8.0% 9.94 
 2021 EPS PE multiple  
EXC's regulated utilities 2.29 19.61 44.85 
Parent drag -0.17 19.61 -3.33 
Equity value per share – base case (US$)   51.45 
    
Upside from IL FRR  2021 FCF (50%)   FCF yield   
ExGen 1,094 10.0% 11.24 
 2021 EPS PE multiple  
Regulated utilities less parent 2.12 19.61 41.51 
Equity value per share – upside case (US$)   52.75 

Source: Macquarie Capital (USA), August 2019 

 

Fig 3 EXC: Financial projections (US$m except per share data) 

 2018 2019E 2020E 2021E 2022E 

EBITDA 8,777  9,293  9,231  9,543  9,631  
EBIT 4,977  5,461  5,259  5,379  5,279  
Net profit 3,026  3,089  2,962  3,033  2,953  
S/O (m) 969  973  973  973  974  
EPS $3.12  $3.19  $3.06  $3.13  $3.03  
      
Current assets 13,360 10,443 9,151 9,125 9,131 
Property, plant, and equipment 76,707 79,825 82,903 85,714 88,337 
Total assets   119,666 114,593 116,753 119,912 122,916 
Current liabilities 11,404 7,715 7,665 7,609 7,510 
Long-term debt 34,465 25,697 26,796 28,903 30,881 
Shareholders' equity 33,070 42,674 43,185 43,694 44,218 
Total liabilities and equity   119,666 114,593 116,753 119,912 122,916 
      
Net income 2,084  3,089  2,962  3,033  2,953  
Operating cashflow 8,644  9,919  7,560  7,767  7,975  
Investing cashflow (7,874) (6,950) (7,050) (6,975) (6,975) 
Dividends paid (1,332) (1,406) (1,476) (1,550) (1,629) 
Financing cashflow (219) (2,755) (1,725) (792) (1,000) 
Change in cash  551  215  (1,216) 0  0  
Cash at end of period 1,701  1,916  700  700  700  

Source: Macquarie Capital (USA), August 2019 
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Macquarie Quant Alpha Model Views   

The Quant View page below has been derived from models that are developed and maintained by Sales and Trading personnel at 
Macquarie. The models are not a product of the Macquarie Research Department. 

The quant model currently holds a reasonably positive view on Exelon Corp. 

The strongest style exposure is Price Momentum, indicating this stock has had 

strong medium to long term returns which often persist into the future. The 

weakest style exposure is Profitability, indicating this stock is not efficiently 

converting investments to earnings; proxied by ratios like ROE or ROA. 

 

Displays where the 

company’s ranked based on 

the fundamental consensus 

Price Target and Macquarie’s 

Quantitative Alpha model.  

Two rankings: Local market 

(United States) and Global 

sector (Utilities) 

 

169/448 
Global rank in 

 Utilities 

% of BUY recommendations 65% (13/20) 

Number of Price Target downgrades 13 

Number of Price Target upgrades 4 

 

Macquarie Alpha Model ranking  Factors driving the Alpha Model 

A list of comparable companies and their Macquarie Alpha model score 

(higher is better). 

 

 For the comparable firms this chart shows the key underlying styles and their contribution 

to the current overall Alpha score. 

 

 

Macquarie Earnings Sentiment Indicator  Drivers of Stock Return 

The Macquarie Sentiment Indicator is an enhanced earnings revisions 

signal that favours analysts who have more timely and higher conviction 

revisions. Current score shown below.

 

 Breakdown of 1 year total return (local currency) into returns from dividends, changes in 

forward earnings estimates and the resulting change in earnings multiple. 

 

 

What drove this Company in the last 5 years  How it looks on the Alpha model 

Which factor score has had the greatest correlation with the company’s 

returns over the last 5 years. 

 

 A more granular view of the underlying style scores that drive the alpha (higher is better) 

and the percentile rank relative to the sector and market. 

 
 

Source (all charts): FactSet, Thomson Reuters, and Macquarie Quant. For more details on the Macquarie Alpha model or for more customised analysis and screens, 
please contact the Macquarie Global Quantitative/Custom Products Group (cpg@macquarie.com) 

F
u

n
d

a
m

e
n

ta
ls

Quant

Local market rank Global sector rank

Attractive

0.3

0.6

-3.0 -2.0 -1.0 0.0 1.0 2.0 3.0

FirstEnergy

Exelon Corp

-100% -80% -60% -40% -20% 0% 20% 40% 60% 80% 100%

FirstEnergy

Exelon Corp

Valuations Growth Profitability Earnings

Momentum

Price

Momentum

Quality

-0.2

-0.5

-3.0 -2.0 -1.0 0.0 1.0 2.0 3.0

FirstEnergy

Exelon Corp

-30% -20% -10% 0% 10% 20% 30%

FirstEnergy

Exelon Corp

Dividend Return Multiple Return Earnings Outlook 1Yr Total Return

-25%

-24%

-21%

-20%

27%

29%

30%

35%

-40% -20% 0% 20% 40%

⇐  Negatives  Positives  ⇒

Operating Leverage Inc.

Earnings Stability

CPS Revisions 3 Month

Asset Turnover

3m Earnings Revisions

Price to Earnings FY1

Price to Earnings NTM

IRR Dividend Disc. Model

0 1

Technicals & Trading
Risk

Liquidity
Capital & Funding

Quality
Price Momentum

Earnings Momentum
Profitability

Growth

Valuation
Alpha Model Score

-0.57
 0.09

-1.74
-0.08

-0.28
 0.21

-0.11
-0.41
-0.24

 0.09
 0.57

0 1

Normalized

Score

0 50 100

Percentile relative

to sector(/448)

0 50 100

Percentile relative

to market(/3090)

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:29 PM. 198

Attachment SDR-ROR-10(c)
198 of 587

mailto:cpg@macquarie.com


Macquarie Research Exelon Corp (EXC US) 

19 August 2019 4 

 
 

Important disclosures: 

Recommendation definitions 

Macquarie – Asia, USA, Europe and Mazi Macquarie 
(SA): 
Outperform – expected return >10% 
Neutral – expected return from -10% to +10% 
Underperform – expected return <-10% 
 
Macquarie - Australia/New Zealand 
Outperform – expected return >10% 
Neutral – expected return from 0% to 10% 
Underperform – expected return <0% 
 
Note: expected return is reflective of a Medium Volatility 
stock and should be assumed to adjust proportionately 
with volatility risk 
 

Volatility index definition* 

This is calculated from the volatility of historical price 
movements. 
 
Very high–highest risk – Stock should be expected 
to move up or down 60–100% in a year – investors 
should be aware this stock is highly speculative. 
 
High – stock should be expected to move up or 
down at least 40–60% in a year – investors should 
be aware this stock could be speculative. 
 
Medium – stock should be expected to move up or 
down at least 30–40% in a year. 
 
Low–medium – stock should be expected to move 
up or down at least 25–30% in a year. 
 
Low – stock should be expected to move up or 
down at least 15–25% in a year. 
* Applicable to select stocks in Asia/Australia/NZ 
 

Recommendations – 12 months 
Note: Quant recommendations may differ from 
Fundamental Analyst recommendations 
 

Financial definitions 

All "Adjusted" data items have had the following 
adjustments made: 
Added back:  goodwill amortisation, provision for 
catastrophe reserves, IFRS derivatives & hedging, IFRS 
impairments & IFRS interest expense 
Excluded:  non recurring items, asset revals, property 
revals, appraisal value uplift, preference dividends & 
minority interests 
 
EPS = adjusted net profit / efpowa* 
ROA = adjusted ebit / average total assets 
ROA Banks/Insurance = adjusted net profit /average 
total assets 
ROE = adjusted net profit / average shareholders funds 
Gross cashflow = adjusted net profit + depreciation 
*equivalent fully paid ordinary weighted average number 
of shares 
 
All Reported numbers for Australian/NZ listed stocks are 
modelled under IFRS (International Financial Reporting 
Standards). 
 

Recommendation proportions – For quarter ending 30 June 2019 

 AU/NZ    Asia   RSA    USA   EUR 
Outperform 47.41% 58.03% 49.38% 52.16% 51.95% (for global coverage by Macquarie, 3.22% of stocks followed are investment banking clients) 

Neutral       36.30% 29.24% 32.10% 42.65% 40.69% (for global coverage by Macquarie, 3.02% of stocks followed are investment banking clients) 

Underperform 16.30% 12.74% 18.52% 5.19% 7.36% (for global coverage by Macquarie, 0.96% of stocks followed are investment banking clients) 
 

 

 

EXC US vs S&P 500, & rec history 

 
(all figures in USD currency unless noted) 

  

   
Note: Recommendation timeline – if not a continuous line, then there was no Macquarie coverage at the time or there was an embargo period. 
Source: FactSet, Macquarie Research, August 2019 

 

 
 
 

12-month target price methodology 

EXC US: US$52.00 based on a Sum of Parts methodology 

 
Company-specific disclosures: 
EXC US: The primary analyst has not visited this company's material operations and development assets within the past year. 
Important disclosure information regarding the subject companies covered in this report is available publically at www.macquarie.com/research/disclosures. 
Clients receiving this report can additionally access previous recommendations (from the year prior to publication of this report) issued by this report’s author 
at https://www.macquarieinsights.com.  
 

Date Stock Code (BBG code) Recommendation Target Price 
19-Aug-2019 EXC US Outperform US$52.00 
06-May-2019 EXC US Outperform US$52.50 
11-Feb-2019 EXC US Outperform US$50.00 
19-Nov-2018 EXC US Outperform US$48.50 
02-Nov-2018 EXC US Outperform US$47.00 
24-Sep-2018 EXC US Outperform US$45.50 
07-Aug-2018 EXC US Outperform US$45.00 
11-Jul-2018 EXC US Outperform US$44.50 
14-Nov-2017 EXC US Outperform US$44.00 

 

Target price risk disclosures: 
EXC US: Our US$52 price target is based on our ’21 SOP valuation which includes base case merchant power projections and upside case projections for 
the PJM power market (fast start reform). Risks to the downside include lower power prices in PJM and highe rinterest rates. Risks to the upside include 
higher capacity payments in NJ and higher energy prices in PJM from the fast start reform. 
 

Sensitivity analysis: 
Clients receiving this report can request access to a model which allows for further in-depth analysis of the assumptions used, and recommendations made, 
by the author relating to the subject companies covered. To request access please contact insights@macquarie.com. 
Analyst certification:  
We hereby certify that all of the views expressed in this report accurately reflect our personal views about the subject company or companies and its or their 
securities. We also certify that no part of our compensation was, is or will be, directly or indirectly, related to the specific recommendations or views 
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expressed in this report. The Analysts responsible for preparing this report receive compensation from Macquarie that is based upon various factors 
including Macquarie Group Ltd total revenues, a portion of which are generated by Macquarie Group’s Investment Banking activities. 
General disclaimers:   
Macquarie Securities (Australia) Ltd; Macquarie Capital (Europe) Ltd; Macquarie Capital (Ireland) DAC; Macquarie Capital Markets North America Ltd;  
Macquarie Capital (USA) Inc; Macquarie Capital Limited, Taiwan Securities Branch; Macquarie Capital Securities (Singapore) Pte Ltd; Macquarie Securities 
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Macquarie Securities Korea Limited and Macquarie Securities (Thailand) Ltd are not authorized deposit-taking institutions for the purposes of the Banking 
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(MBL) or MGL.  MBL does not guarantee or otherwise provide assurance in respect of the obligations of any of the above mentioned entities.  MGL provides 
a guarantee to the Monetary Authority of Singapore in respect of the obligations and liabilities of Macquarie Capital Securities (Singapore) Pte Ltd for up to 
SGD 35 million.  This research has been prepared for the general use of the wholesale clients of the Macquarie Group and must not be copied, either in 
whole or in part, or distributed to any other person. If you are not the intended recipient you must not use or disclose the information in this research in any 
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out how we must seek to identify and manage all material conflicts of interest. Nothing in this research shall be construed as a solicitation to buy or sell any 
security or product, or to engage in or refrain from engaging in any transaction. In preparing this research, we did not take into account your investment 
objectives, financial situation or particular needs. Macquarie salespeople, traders and other professionals may provide oral or written market commentary or 
trading strategies to our clients that reflect opinions which are contrary to the opinions expressed in this research. Macquarie Research produces a variety of 
research products including, but not limited to, fundamental analysis, macro-economic analysis, quantitative analysis, and trade ideas. Recommendations 
contained in one type of research product may differ from recommendations contained in other types of research, whether as a result of differing time 
horizons, methodologies, or otherwise. Before making an investment decision on the basis of this research, you need to consider, with or without the 
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investors are reminded of the additional risks inherent in international investments, such as currency fluctuations and international stock market or economic 
conditions, which may adversely affect the value of the investment. This research is based on information obtained from sources believed to be reliable but 
we do not make any representation or warranty that it is accurate, complete or up to date. We accept no obligation to correct or update the information or 
opinions in it. Opinions expressed are subject to change without notice. No member of the Macquarie Group accepts any liability whatsoever for any direct, 
indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this research.  Clients should contact 
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Australia: In Australia, research is issued and distributed by Macquarie Securities (Australia) Ltd (AFSL No. 238947), a participating organization of the 
Australian Securities Exchange. Macquarie Securities (Australia) Limited staff involved with the preparation of research have regular interaction with 
companies they cover. Additionally, Macquarie Group Limited does and seeks to do business with companies covered by Macquarie Research. There are 
robust information barriers in place to protect the independence of Macquarie Research’s product. However, recipients of Macquarie Research should be 
aware of this potential conflict of interest. New Zealand: In New Zealand, research is issued and distributed by Macquarie Securities (NZ) Ltd, a NZX Firm.  
United Kingdom: In the United Kingdom, research is issued and distributed by Macquarie Capital (Europe) Ltd, which is authorised and regulated by the 
Financial Conduct Authority (No. 193905). Germany: In Germany, this research is issued and/or distributed by Macquarie Capital (Ireland) DAC, which is 
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www.macquarie.com/research/disclosures, or contact your registered representative at 1-888-MAC-STOCK, or write to the Supervisory Analysts, Research 
Department, Macquarie Securities, 125 W.55th Street, New York, NY 10019.  
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Contributor Name : Barclays

Primary Analyst(s) : Eric Beaumont

Link to Document :
https://live.barcap.com/go/publications/link?contentPubID=FS2474378&vendor-issuer=factset-saml&transactionID=638EA644161C11EA9690A4063AE79615
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Ticker Price Rating
AEP 89.97 Neutral
DUK 89.75 Buy
ED 87.26 Neutral
EVRG 62.43 Buy
EXC 45.20 Buy
NEE 216.48 Buy
SO 58.33 Neutral

 

 Power, Utilities & Alternative Energy August 12, 2019

The Guggenheim Daily Transmission: EXC, SO, EPA,
AEP, DUK, NEE, EVRG, ED

For other Guggenheim Hosted Client Utility Events including
Annual TX Power, Gas and Wires Bus Tour, ES Dinner, EEI
Meetings/Utility Dinners, NDR schedule among other events,
scroll down

EXC – Procedural schedule set in Pepco’s rate case

SO – Briefs on exceptions filed in Nicor Gas’ rate case

EPA – Proposing rule to shorten and improve pipeline approval process

AEP – The Indiana Community Action Association filed to intervene in I&M’s IN rate case

DUK/Piedmont Gas – Approval for extension to file rebuttal testimony by Aug. 12

NEE/DUK/FL – FL Attorney General’s opposition to utility deregulation ballot initiative
not well-received by all

DUK – Petition to intervene by Wabash Valley Power Association

SO – Deadline set for responses and replies to the construction & general laborers' district
council of Chicago and vicinity’s petition to intervene in Nicor Gas’s rate case

EVRG – KCP&L rate proceeding evidentiary exhibits updated after August 5 evidentiary
hearing

ED – NY PSC ALJ sets a new, consented date for evidentiary hearings to September 16

NEE – MVP Southgate extension supplemental information filing

EXC – Procedural schedule set in Pepco’s rate case

• The commission has issued an order setting the procedural schedule in Pepco’s rate
case (link).
◦ A policy order on alternative ratemaking framework is set for Dec. 11, 2019.

◦ Direct testimonies are due on Feb. 19, 2020 with rebuttal testimonies due on Apr. 8,
2020.

◦ Settlement and stipulation conference is set for May 27, 2020.

◦ Hearings will be taking place during the week of Jun. 29, 2020.

• Docket FC1156.

Guggenheim takeaway: Heads up on filing.

SO – Briefs on exceptions filed in Nicor Gas’ rate case

• Following the commission’s issuance of proposed order, parties have filed briefs of
exceptions in Nicor Gas’ rate case (Docket S-18-1775).

• In its exception filing, the staff continues to support the stipulated ROE of 9.86% vs the
ALJ’s proposed ROE of 9.13% (link).
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Guggenheim takeaway: The case appears to be making good progress on its regulatory
schedule. It is a positive development that the staff is showing support for the stipulated
ROE, which is higher than the one in the proposed order.

EPA – Proposing rule to shorten and improve pipeline approval process

• The EPA has proposed rules (HERE and HERE) that will help improve the timeline of the
approval process for pipeline projects.

• The proposed rules will give states and tribes up to a year to approve or deny a pipeline
project.

• Additionally, the rule also provides federal agencies such as FERC and US Army Corps
of Engineers with authority to decide on the validity of a state’s denial or approval of a
Clean Water Permit. This will allow the project to move on with constructions while the
state will have to pursue legal actions to appeal the federal agencies’ decision.

Guggenheim takeaway: A good development for future pipeline projects. We will continue
to monitor the progress of this proposed rule.

AEP – The Indiana Community Action Association filed to intervene in I&M’s IN rate
case

• On Aug. 8th, the Indiana Community Action Association (INCAA) made a filing to be an
intervenor in I&M’s IN rate case.

• Docket 45235-NONE.

Guggenheim takeaway: For your tracking of the case. We will continue to monitor the
progress on the case.

DUK/Piedmont Gas – Approval for extension to file rebuttal testimony by Aug. 12
(instead of Aug. 9)

• The commission has approved Piedmont’s request for an extension to file rebuttal
testimony on Aug. 12 instead of Aug. 9 as previously approved (Docket G-9 Sub 743).

• Piedmont has reached a settlement with the staff and expects to conclude the settlement
discussion with two other intervenor groups by Aug. 12.

Guggenheim takeaway: Good progress on the case. We will continue to monitor.

NEE/DUK/FL – FL Attorney General’s opposition to utility deregulation ballot initiative
not well-received by all

• The supporters of the utility deregulation ballot initiative are pointing out (link) that the FL
Attorney General’s opposition to the initiative is biased due to her political affiliation.

• This ballot initiative will have a chance to argue for its case before justices on Aug. 28 to
determine if it will go on the ballot in Nov 2020.

Guggenheim takeaway: An interesting ballot initiative. Not a surprising reaction to the AG’s
opposition to the initiative. We will monitor the progress on this initiative but note that it still
has big hurdles ahead before getting on the ballot.

DUK – Petition to intervene by Wabash Valley Power Association

• On Aug. 8, Wabash Valley Power Association filed to be an intervenor in Duke Indiana’s
rate case (Docket 45253).

Guggenheim takeaway: For your awareness.

SO – Deadline set for responses and replies to the construction & general laborers'
district council of Chicago and vicinity’s petition to intervene in Nicor Gas’s rate case

• The ALJ has set a deadline for responses and replies to responses to this petition of Aug.
13 and Aug. 16, respectively.
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• Docket: 18-1775

Guggenheim takeaway: For your tracking of the case.

EVRG – KCP&L rate proceeding evidentiary exhibits updated after August 5
evidentiary hearing

• MO PSC rate case proceeding held an evidentiary hearing on August 5.

• The parties have posted an exhibit list of new items entered into record last Friday.

• Docket: EC-2019-0200

Guggenheim takeaway: Minor procedural action. Heads up for those who are tracking.

ED – NY PSC ALJ sets a new, consented date for evidentiary hearings to September 16

• NY PSC Judge issued an order setting a new date for evidentiary hearings on September
16.

• The Judge previously allowed for additional responsive testimony.

• Testimony and exhibits may be filed on or before August 19, 2019 and are required to
not restate prior intervenor.

• Docket: 19-00317/19-E-0065

Guggenheim takeaway: Minor procedural addition.

NEE – MVP Southgate extension supplemental information filing

• Supplemental information filing by MVP submitted on Friday August 9.

• Filing includes changes of routes and modification to the project as well as outreach
materials.

• Southgate is a 375Mcf/day project in addition to the original 303-mile MVP pipeline
through West Virginia and Virginia.

• The Southgate project would result in some adverse environmental impacts, but
recommended mitigation measures would reduce impacts to less than significant,
according to a FERC environmental report.

Guggenheim takeaway: This is a constructive datapoint in expanding the MVP project.
While the MVP project has faced complaints, FERC has been reviewing weekly
environmental reports and variance requests to move the project forward. MVP’s developer
EQM midstream (EQM) recently announced its administrative / easement solution (noted
HERE) and has been filing variance requests and monitoring reports in the meantime.
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Dinner with Eversource Senior Management - August 12th in NYC

Equity Research  |  Corporate Access 

Dinner with Eversource Senior Management
Phil Lembo, Chief Financial Officer 

John Moreira, Senior Vice President and Treasurer

Date and Time  

Monday, August 12, 2019 

Group Dinner at 6:00PM 

Location 

Scarpetta 

88 Madison Ave 

New York, NY 

Company Information

Market Cap: $25.1bn

Eversource Energy (ES) engages in the generation, transmission, and distribution of 

natural gas and electricity. It operates through the following segments: Electric 

Distribution, Electric Transmission, Water Distribution and Natural Gas Distribution. 

The Electric Distribution segment distributes electricity to retail customers. The Electric 

Transmission segment owns and maintains transmission facilities through CL&P, 

NSTAR Electric, PSNH, and WMECO. The Water Distribution segment operates three 

separate regulated water utilities in Connecticut, Massachusetts and New Hampshire. 

The Natural Gas Distribution segment transmits and distributes natural gas to retail 

customers. The company was founded on July 1, 1966 and is headquartered in 

Springfield, MA (Source: FactSet)

Participating Guggenheim Analysts

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy
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Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour

Equity Research | Corporate Access

Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour
Please join us in the Lone Star state for two days of meetings in Dallas and Houston,

featuring C-Suite from Vistra, Sempra (Oncor), CenterPoint, NRG and Entergy. We

will be focused on several sector themes including ERCOT market dynamics, de-

regulated power markets and regulated T&D growth opportunities in and outside of

TX, with the trip conveniently timed with the all-important peak summer season and

Q3 earnings.

Dates and Locations

September 19 | Dallas
September 20 | Houston

Thursday, September 19 | Dallas

10:00 AM |Vistra Energy Corp. (VST)
David Campbell, CFO and team

1:00 PM | Sempra Energy (SRE) / Oncor
Allen Nye, CEO; Don Clevenger, CFO and other management team members

Fly to Houston and have dinner with Guggenheim Team

Friday, September 20 | Houston
8:00 AM | CenterPoint Energy, Inc. (CNP)
Xia Liu, CFO; Kenny Mercado, CIO and other team members

10:00 AM | NRG Energy Inc. (NRG)
Mauricio Gutierrez, CEO; Elizabeth Killinger, Head of Mass Retail; Robert Gaudette, Head of
Business Solutions

1:00 PM | Entergy Corporation (ETR)
Drew Marsh, CFO Entergy Corp as well as C-Suite of Entergy Texas

Participating Guggenheim Analyst

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy

Logistics

Transportation details, logistics and hotel recommendations to follow
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Guggenheim's 2019 EEI Invite & Schedule

Dates 
November 10-12, 2019 

Company Dinners (Hosted by Guggenheim) 

 

Company Meetings 
*More Utilities will be added and we will update schedule accordingly* 

 

 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 
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Guggenheim's Power & Utility Comp Sheet

Price as of Close8/9/2019 Guggenheim Consensus

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

Cap ($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AEP American Electric Power 44.4 NeutralInvalid Security AEP$89.97 3.1% 63% 494 4.20 4.44 4.71 4.93 21.4 20.3 19.1 18.2 4.14 4.41 4.68 4.94 21.7 20.4 19.2 18.2

ALE ALLETE 4.4 Neutral $86 $85.58 3.0% 66% 52 3.57 3.88 4.17 4.28 24.0 22.1 20.5 20.0 3.53 3.82 4.13 4.28 24.2 22.4 20.7 20.0

AVA Avista* 3.0 Neutral $43 $46.13 3.5% 80% 66 1.93 2.05 2.23 2.41 23.9 22.5 20.7 19.1 2.43 1.98 2.14 2.41 19.0 23.3 21.6 19.1

CMS CMS Energy 17.1 Neutral $59 $60.32 2.7% 61% 284 2.50 2.69 2.88 3.07 24.1 22.4 20.9 19.6 2.50 2.67 2.87 3.07 24.1 22.6 21.0 19.7

DUK Duke Energy 65.4 Buy $99 $89.75 4.4% 75% 729 5.10 5.26 5.57 5.91 17.6 17.1 16.1 15.2 4.95 5.17 5.42 5.80 18.1 17.4 16.6 15.5

ED Consolidated Edison 29.0 Neutral $89 $87.26 3.5% 66% 332 4.36 4.61 4.79 4.94 20.0 18.9 18.2 17.7 4.35 4.58 4.76 4.90 20.1 19.1 18.3 17.8

EIX Edison International* 26.6 Suspended NA $74.38 NA NA 358 NA NA NA NA NA NA NA NA 4.66 4.56 4.75 - 15.9 16.3 15.7 -

ES Eversource Energy 25.4 Neutral $76 $78.43 2.8% 60% 324 3.49 3.68 3.86 4.05 22.5 21.3 20.3 19.4 3.45 3.65 3.86 4.09 22.7 21.5 20.3 19.2

ETR Entergy 21.4 Buy $113 $107.43 3.5% 67% 199 5.30 5.63 5.97 6.34 20.3 19.1 18.0 16.9 5.27 5.55 5.85 6.26 20.4 19.4 18.4 17.2

EVRG Evergy 14.7 Buy $65 $62.43 3.3% 67% 235 2.93 3.14 3.32 3.52 21.3 19.9 18.8 17.7 2.88 3.16 3.32 3.48 21.6 19.7 18.8 18.0

FE FirstEnergy 23.5 Buy $49 $44.20 3.6% 63% 532 2.46 2.51 2.66 2.81 18.0 17.6 16.6 15.7 2.48 2.49 2.64 2.78 17.8 17.8 16.8 15.9

LNT Alliant Energy 12.2 Neutral $44 $51.49 2.9% 64% 238 2.27 2.37 2.50 2.69 22.7 21.7 20.6 19.1 2.26 2.43 2.54 2.66 22.8 21.2 20.3 19.3

PCG PG&E Corporation* 9.6 Suspended NA $18.12 0.0% 0% 529 NA NA NA NA NA NA NA NA 3.81 4.04 3.98 3.65 4.8 4.5 4.6 5.0

PNW Pinnacle West 10.4 Neutral $104 $92.44 3.4% 63% 112 4.78 5.04 5.28 5.63 19.3 18.3 17.5 16.4 4.79 5.04 5.31 5.58 19.3 18.3 17.4 16.6

POR Portland General Electric 5.0 Neutral $50 $55.49 2.9% 63% 89 2.40 2.56 2.73 2.77 23.1 21.7 20.3 20.0 2.41 2.56 2.72 2.81 23.0 21.7 20.4 19.7

PPL PPL Corporation 21.2 Neutral $34 $29.38 5.7% 66% 722 2.44 2.51 2.50 2.66 12.0 11.7 11.8 11.0 2.43 2.52 2.49 2.66 12.1 11.6 11.8 11.0

SO Southern Company 61.0 Neutral $56 $58.33 4.4% 81% 1045 3.05 3.15 3.31 3.46 19.1 18.5 17.6 16.9 3.03 3.16 3.28 3.47 19.2 18.5 17.8 16.8

WEC WEC Energy 28.3 Buy $93 $89.87 2.8% 67% 315 3.52 3.73 3.98 4.26 25.5 24.1 22.6 21.1 3.53 3.74 3.98 4.25 25.5 24.0 22.6 21.1

*Average (Excl. PPL for P/E) 3.3% 67% 21.5 20.4 19.2 18.2 21.3 20.5 19.3 18.3

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NI NiSource 10.7 Buy $31 $28.57 2.8% 61% 373 1.32 1.37 1.47 1.58 21.6 20.9 19.4 18.1 1.31 1.39 1.48 1.59 21.9 20.6 19.3 18.0

NJR New Jersey Resources 4.1 Neutral $45 $45.45 2.6% 61% 90 1.97 2.17 2.36 2.54 23.1 20.9 19.3 17.9 1.98 2.15 2.39 2.54 23.0 21.1 19.1 17.9

NWN NW Natural Gas 2.1 Sell $56 $70.24 2.7% 79% 30 2.40 2.50 2.62 2.67 29.3 28.1 26.8 26.3 2.39 2.53 2.66 2.67 29.4 27.8 26.4 26.3

SJI South Jersey Industries 2.9 Buy $35 $31.23 3.7% 104% 92 1.12 1.60 1.74 1.90 27.9 19.5 17.9 16.4 1.10 1.56 1.74 1.88 28.4 20.0 18.0 16.7

SR Spire 4.1 Neutral $87 $81.30 2.8% 63% 51 3.78 4.01 4.17 4.45 21.5 20.3 19.5 18.3 3.75 3.90 4.10 4.37 21.7 20.9 19.8 18.6

Average 2.9% 74% 24.7 21.9 20.6 19.4 24.9 22.1 20.5 19.5

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

EXC Exelon 43.9 Buy $53 $45.20 3.2% 46% 972 3.13 3.05 3.02 3.08 14.4 14.8 15.0 14.7 3.13 3.08 2.98 3.20 14.5 14.7 15.1 14.1

PEG PSEG 29.2 Buy $64 $57.72 3.3% 59% 506 3.23 3.50 3.55 3.72 17.9 16.5 16.3 15.5 3.24 3.43 3.50 3.81 17.8 16.8 16.5 15.2

Average 3.2% 52% 16.2 15.7 15.6 15.1 16.1 15.7 15.8 14.6

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA Adjusted EBITDA EV / EBITDA

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NRG NRG Energy 8.6 Buy $51 $34.15 0.4% 0% 253 1,975 1,890 1,843 1,799 7.0 7.0 6.9 7.1 1,943 1,875 1,795 1,799 7.0 7.2 7.6 NA

VST Vistra Energy 10.9 Buy $39 $22.13 2.3% 0% 492 3,367 3,315 3,379 3,481 6.5 6.5 6.2 5.8 3,252 3,241 2,999 3,481 6.3 5.9 6.1 NA

Average 6.8 6.7 6.6 6.4 6.6 6.6 6.8 NA

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CNP CenterPoint 13.9 Buy $32 $27.62 4.2% 69% 502 1.67 1.68 1.81 1.97 16.5 16.4 15.3 14.0 1.65 1.79 1.91 1.97 16.8 15.4 14.5 14.0

D Dominion 60.1 Buy $86 $74.84 4.9% 87% 803 4.24 4.44 4.68 4.92 17.7 16.9 16.0 15.2 4.18 4.39 4.63 4.89 17.9 17.0 16.2 15.3

DTE DTE Energy 23.7 Buy $140 $129.37 2.9% 60% 183 6.25 6.67 7.18 7.59 20.7 19.4 18.0 17.0 6.24 6.58 7.06 7.52 20.7 19.7 18.3 17.2

NEE NextEra 103.7 Buy $230 $216.48 2.2% 57% 479 8.55 9.26 9.99 10.65 25.3 23.4 21.7 20.3 8.39 9.08 9.84 10.52 25.8 23.8 22.0 20.6

OGE OGE Energy 8.6 Neutral $43 $42.87 3.5% 70% 200 2.14 2.30 2.41 2.51 20.0 18.6 17.8 17.1 2.13 2.29 2.41 2.49 20.2 18.7 17.8 17.2

SRE Sempra Energy 37.8 Buy $158 $137.68 2.8% 64% 275 6.08 7.21 7.65 7.92 22.6 19.1 18.0 17.4 6.02 6.98 7.79 7.86 22.9 19.7 17.7 17.5

Average 3.3% 68% 20.5 19.0 17.8 16.8 20.7 19.1 17.7 17.0

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AWK American Water Works 21.8 Neutral $105 $120.55 1.6% 54% 181 3.61 3.96 4.27 4.60 33.4 30.4 28.2 26.2 3.59 3.90 4.24 4.67 33.5 30.9 28.5 25.8

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA Adjusted EBITDA EV / EBITDA

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CWEN Clearway Energy 3.8 Suspended NA $17.40 NA NA 183 NA NA NA NA NA NA NA NA 975 1,051 1,153 NA 9.2 8.6 7.8 -

NEP NextEra Energy Partners 2.8 Buy $56 $49.24 4.1% NA 56 1,276 1,383 1,532 1,660 9.1 8.8 8.7 0.0 1,162 1,328 1,537 1,503 10.0 9.2 8.6 8.8

(1) Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2) Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3) Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4) IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5) Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).
Source: Bloomberg, Guggenheim Securities, LLC estimates.

Rating

Regulated Electric Utilities (1) Rating

Integrated Utilities (3) Rating

Rating
Independent Power Producers

(IPPs) (4)

Regulated Gas Utilities (2) Rating

Other Rating

Multi-Industry Utilities (5) Rating
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Share Price Performance (Year-to-Date)

Note: We are currently restricted on EIX and PCG
(1) Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2) Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3) Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4) IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5) Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).

Source: Bloomberg, Guggenheim Securities, LLC estimates.

-17% -15% -13% -11% -9% -7% -5% -3% -1% 1% 3% 5% 7% 9% 11% 13% 15% 17% 19% 21% 23% 25% 27% 29% 31%

SO (33%)

AWK (33%)

WEC (30%)

SRE (27%)

ETR (25%)

NEE (25%)

LNT (22%)

CMS (21%)

POR (21%)

ES (21%)

AEP (20%)

FE (18%)

DTE (17%)

S&P500 (16%)

NWN (16%)

UTY (16%)

NEP (14%)

ED (14%)

NI (13%)

SJI (12%)

ALE (12%)

PEG (11%)

EVRG (10%)

SR (10%)

OGE (9%)

AVA (9%)

PNW (8%)

D (5%)

DUK (4%)

PPL (4%)

EXC (0%)

NJR (0%)

CNP (-2%)

VST (-3%)

NRG (-14%)

Year-to-Date Share Price Performance

Regulated

Gas Utilities

Integrated Utilities

IPPs

Multi-Industry

Other

Indices

GUGGENHEIM SECURITIES, LLC Page 8See pages 13 - 14 for analyst certification and important disclosures.

POWER, UTILITIES & ALTERNATIVE ENERGY

August 12, 2019

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:29 PM. 211

Attachment SDR-ROR-10(c)
211 of 587



Guggenheim 2019 Non Deal Roadshow Schedule

MORE TO BE ADDED… 

 

 

 

Ticker Dates Regions  Ticker Dates Regions  

Commissioner 
Roundtable 

1/23 NYC SJI 6/19 NYC/NJ/CT  

FE 1/22-1/23 Boston/NYC PEG 6/24-6/26 Midwest  

D 2/25-2/26 Boston/NYC AWK 7/9-7/10 Midwest  

WEC 2/28-3/1 West Coast SRE 7/17-7/18 West Coast  

EXC 3/7-3/8 Dallas/Houston ES (Dinner) 8/12 NYC  

PNW 3/11-3/13 Midwest EVRG 8/20-8/21 Midwest  

ALE 4/2-4/4 West Coast ETR 9/11 Boston  

DTE 4/5 Boston ETR 9/12 KC/Minni  

ED 4/24 NYC  ETR 9/13 Chicago  

POR 4/29-4/30 West Coast  SJI 9/17 NYC/Boston  

VST 5/8-5/9 West Coast  SJI 9/18 NYC/Boston  

PPL 5/22-5/23 NYC 
 Texas Trip 

(CNP, ETR, NRG, 

SRE, VST) 
9/19-9/20 Dallas/Houston 

 

DTE 5/29-5/30 NYC  ED 9/27 Boston  

LNT 6/4 Boston  NEE 10/3-10/4 Midwest  

DUK 6/6-6/7 Midwest  CMS 11/21-11/22 Texas  

CWEN 6/13-6/14 Midwest      
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Key Events Calendar - August 2019

Power and Utilities: Coverage Calendar

Date Ticker Event / Proceeding Utility State Docket Description

8/1/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494 Objection to Intervenors' Direct Testimony - Staff Filing 

8/1/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494 Commission Staff Direct Testimony

8/1/2019 CMS Natural Gas Rate Case Consumers Energy Co. MI C-U-20322 PFD

8/1/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001 OCA & Intervenor Direct Testimony

8/1/2019 CMS Gas Rate Case Consumers Energy Co. MI C-U-20322 ALJ proposed decision expected in gas rate case

8/1/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 OCA & Intervenor Direct Testimony 

8/2/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6 OUCC and intervenors file their respective cases-in-chief

8/2/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR Response of Non-participating Parties to Settlement

8/2/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Response of Non-participating Parties 

8/5/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Settlement conference 

8/6/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Settlement conference 

8/7/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366   Avista files Reply Testimony. 

8/7/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Hearing 

8/7/2019 SO Natural Gas Rate Case Virginia Natural Gas Inc. VA C-PUR-2019-00095  Staff Report 

8/8/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Response to Objections to Intervenors' Direct Testimony 

8/8/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Deadline for Discovery on Staff's and Intervenors' Direct 

Testimony 8/8/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Hearing 

8/8/2019 SO Natural Gas Rate Case Northern Illinois Gas Co. IL D-18-1775  Exceptions to Proposed Order 

8/8/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  Hearing 

8/8/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Hearing (at least 50 days before rates)  

8/9/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Objections to Staff's Direct Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  AEP Texas Rebuttal Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Intervenor/Staff Cross-Rebuttal Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Responses to Objections to Staff's Direct Testimony 

8/13/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Final Date of First Round of Rolling Data Requests  

8/13/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Staff and Intervenor rebuttal testimony 

8/13/2019 EXC Electric Rate Case Pepco MD MD D-9602   Final order due 

8/14/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Deadline to Request a Prehearing Conference 

8/14/2019 SO Natural Gas Rate Case Virginia Natural Gas Inc. VA C-PUR-2019-00095  Response 

8/14/2019 NWN Natural Gas Rate Case Northwest Natural Gas Co. WA D-UG-181055  CancelledSettlement and Evidentiary Hearing(previously, 

Evidentiary Hearing) 8/15/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6  Duke Energy Indiana will file its rebuttal 

8/15/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  OCA & Intervenor Rebuttal to Each Other 

8/15/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Direct Testimony 

8/15/2019 SO Natural Gas Rate Case Northern Illinois Gas Co. IL D-18-1775  Replies to Exceptions 

8/15/2019 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002  OCA & Intervenor Direct Testimony  

8/16/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Objections to Rebuttal / Cross-Rebuttal Testimony; Deadline 

for Discovery on Rebuttal / Cross-Rebuttal Testimony; 8/16/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Staff/OPC/Intervenortestimony due 

8/19/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Prehearing conference (if requested) 

8/19/2019 DUK Natural Gas Rate Case Piedmont Natural Gas Co. NC G-9, Sub 743  Hearing 

8/19/2019 ED Electric Rate Case Consolidated Edison Co. of NY NY C-19-E-0065  Start of Evidentiary Hearings 

8/19/2019 ED Electric Rate Case Consolidated Edison Co. of NY NY C-19-E-0066  Start of Evidentiary Hearings 

8/20/2019 AEP Electric Rate Case Southwestern Electric Power Co AR D-19-008-U  Rebuttal Testimony (Company) 

8/20/2019 AEP Electric Rate Case Indiana Michigan Power Co. IN Ca-45235  OUCC & Intervenor Cases-in-Chief 

8/20/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/20/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366  Settlement Conference; hosted by Staff. 

8/21/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/21/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Staff and Intervenor Testimony 

8/22/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/22/2019 ETR Natural Gas Rate Case System Energy Resources LA EL18-142-001  Rebuttal   testimony   on   ROE   by   Complainants   and   

Supporting Intervenors 8/22/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Initial Post Hearing Briefs 

8/22/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Rebuttal to Each Other 

8/22/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Company surrebuttal testimony  

8/22/2019 PJM Markets and Reliability Comitee0    -    -                                                                                               -  

8/22/2019 DTE IRP DTE Electric MI U-20471  Rebuttal Testimony      

8/23/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/23/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Natural Gas Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Gas)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Electric Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Elec)  Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Natural Gas Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Gas)  Offered Evidence Direct : Intervenor and Commission Staff 

8/26/2019 DTE IRP DTE Electric MI U-20471  Motions to Strike  

8/26/2019 DTE IRP DTE Electric MI U-20471  Cost Estimate Update   

8/27/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Responses on First Round  

8/30/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6  Evidentiary hearing 

8/30/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  IPL Reply Testimony to OCA and Intervenors 

8/30/2019 DTE IRP DTE Electric MI U-20471  Responses to Motions  

8/30/2019 DTE IRP DTE Electric MI U-20471  Responses to Cost Update      

8/30/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001  IPL Reply Testimony  
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Key Research

Guggenheim's Forward Commodity Curves

• Forward Commodity Curves for Power & Utility Modeling

Key Industry Research
1. PJM: Not So Fast - FERC Puts the Brakes on August Auction

2. Utility and IPP 2Q19 Model Sweep

3. ERCOT: Guggenheim Texas Power Market Luncheon Recap
4. Illinois Policy: In the Land of Lincoln, Uncertainty Reigns
5. Policy Speaker Series Recap on Energy and Capacity: Perpetual State of Reforms Same as It Ever Was
6. Open Dialogue with MO, WA Commissioners - Walking Away Incrementally Positive on Both Jurisdictions
7. Major Change at CPUC Cometh? Follow Up on Potential CPUC Movements, Governor's Chance to Reset CPUC Agenda
8. 2019 Utility Outlook: We Didn’t Hear A Bell… “Nothing's Over 'Til It's Over;” One More Round for Utilities
9. California Wildfire Wrap – You Can Check Out, but You Can Never Leave
10. Guggenheim's 2018 EEI Summary
11. Guggenheim EEI Takeaways - Day 3
12. Guggenheim EEI Takeaways - Day 2
13. Guggenheim EEI Takeaways - Day 1
14. Guggenheim EEI - Investor Question Bank
15. PJM: No Country for Common Ground; Reply Briefs Land at FERC
16. PJM: You May Ask Yourself, Well How Did I Get Here? Back to the Commission for the Main Show
17. Coal/Nuclear: Will Politics “Trump” Reality
18. CA Policy Crash Course: Don’t Hold Your Breath For a Wildfire Resolution….
19. February Meter Reading - Yield “Almost” Catching Up with Utility Valuations; Lowering Our PTs and Looking Beyond Bond

Surrogates
20. PJM Capacity Auction: Introducing Prelim-2021/22 Pricing Forecasts – Well…It’s Not Getting Much Worse, Projected Pricing Mixed
21. Guggenheim-Hosted Power Brunch with State Utility Commissioners
22. Checking for a “Pulse” - Regulated Utility Valuations Losing Altitude, Now Fairly Valued vs. Bond Yields, and Showing Subsector

Variance
23. 2018 Outlook: An Absolute Shop Thinking in Relative Terms
24. Yo, Adrian! DOE Gets Knocked Down, But Power Market Reform Not Out – One More Round

Key Company Research
1. SRE NDR: Step Up Growth Investors; Utility-Like Risk With Outsized Returns - How Do We Get There?
2. AWK NDR: No Water Shortages Here; Growth Not Drying Up Anytime Soon
3. NJR: Upgrade to NEUTRAL (from SELL) as Laggard Performance Balances OK with Fundamental Outlook
4. PEG NDR: NJ Clean Energy Agenda and Dipping the Toes in the Jersey Shore
5. SJI NDR: Tale from the Road - In the Market for a Value Play w/Solid Growth Prospects? … Look No Further
6. PPL - A Quandary Unlike Any Other
7. NEE/NEP: High End Is the New Low End, When You Think the Runway Ends, “They’re Just Getting Started”; Raising PT
8. SJI: Revising to BUY - Back In Jersey’s Hands & Steering The Ship Into Calmer (Mostly Regulated) Waters
9. LNT: For a Good Night’s Sleep, Take Alliant
10. NRG: More Down‘Stream’ Retail Expansion
11. VST NDR - What’s with All the Fuss… We Would Be Aggressive Buyers Here
12. ED NDR: Ripe in the Big Apple… - Solid Utility? Yes… But Undervalued? That’s Debatable
13. D: Guggenheim Policy Speaker, Atlantic Coast Pipeline Discussion | The Project Will Be Built
14. ALE NDR: TA-CO-NITE! Winds of Change Are Blowing in the Right Direction…
15. DTE – On the Road with Mgmt. – 80/20 Rule Need Not Apply; Solid Strategy, Supported by Good People
16. CMS – MPSC Telegraphing Constructive Regulatory Signals in CMS Gas Rate Case – Solid Footing
17. SRE: Simplicity is the Ultimate Sophistication…
18. VST: Another Day, Another Illinois Policy Proposal
19. D: Msg Delivered on Time/on Budget; Inline Analyst Day Cements Solid Base to Work Off Of--Execution/Patience is Key
20. VST: Clearing the Air in Illinois: MPS Resolution Draws Closer
21. PNW NDR: It's Just Another Political Cycle – Agendas More Aligned: Relationships Will Be Re-“Stored”
22. D: Guggenheim Policy Speaker, Millstone Discussion | Connecticut Un-Quarked: They Will Likely Get It Done, We Are Holding

Our Breath
23. EXC NDR: State Rescue Cometh - Deeper Dive
24. WEC NDR: Putting the WEC in WECC; Western NDR Highlights a Premium Utility with Valuation Concerns on Back Burner
25. D: NDR – Coming Out Party Well Received - March Madness Continues
26. PEG 4Q Preview and Mini Drill-Down - Looking Good from All Angles
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27. VST: Bulking Up the Integrated Model with Some Eastern Retail: VST Acquires Crius Energy
28. FE NDR: Time Is the Furthest Distance Between Two Points…
29. POR: Bringing Portland to the Heartland: Capex, Policy, and RFPs Dominate Our NDR
30. D/SCG: Global Settlement Reached; Upgrading SCG to BUY On Improved Merger Outlook
31. SRE: Another Day, Another Dollar: Buying Low; Selling High
32. NRG: The Texas Two Step - Front Seat for a Sizable Buyback Show? Past the Debut; We’re Now Here for the Climax
33. NEE – Mgmt. Roadshow: Rising Interest Rates? No Problem. Raising Valuation? Why Not…
34. Michigan Bus Tour: Motoring from Jackson to Detroit in Style
35. NYLD Mgmt. Call – Conservative Growth Guidance, Managing Expectations; Should Over-Deliver - Visibility Will Be Key
36. “Summer Nights” Means New Summer Flings – Tell Me About It; Upgrading, Downgrading and Making an M&A Call
37. SR Mgmt. Roadshow – Pathway for LT Growth Now More Visible; M&A? No Longer in Acquisition Mode
38. DUK Mgmt. Roadshow – Growth Concerns? Nothing to See Here, But Some Value Left on the Sidelines
39. CMS Mgmt. Roadshow – Consistent Showing: Another Day, Another Dollar; A Key Name We Are Watching
40. SRE – Follow-up Mgmt. Meeting - Crystal Clear Upside and “Active” Optimization Plan…Eventually: the Re-rating Will Come
41. SRE – Analyst Day - It’s the Simple Things in Life: One Way or Another, Actively Seeing a Re-Rating Story
42. PEG - Mgmt. NDR: Jersey Strong through the Midwest
43. D/SCG – Testing Dominion’s Patience? May Stick This Out…For Now... but Policy-Makers Playing a Dangerous Game
44. LNT - Mgmt. Roadshow: In Messy Times Everyone Appreciates a “Clean Story”….
45. ETR – No Introduction Needed: Analyst Day Highlights Above Avg., Undervalued, Regulated Growth Story w/ Upside
46. SRE – “Active” Analyst Day Preview: Keys to Unlocking Value Within Reach?
47. OGE/AEP – Okie Dokie in Oklahoma? Depends Which Way the Wind Blows
48. EVRG – Click, Click, There’s No Place Like Home: Top-tier Growth w/ Buybacks & Solid Risk-Adjusted Upside vs Peers
49. VST - Inline Analyst Day Comes with Buybacks, NT Deleveraging - Remains a Step Function, Catalyst Driven Story
50. NJR – Management Roadshow: Growth Concerns? Nothing to See Here; M&A? Hmm…
51. PEG Analyst Day: Solid Analyst Day Left No Surprises – Steady As She Goes with Upside Generally Within Expectations
52. NEE / SO: Great Minds Think Alike – This Deal Makes a Lot of Sense For Everyone, with Room for More
53. FE – “Can’t Always Get What You Want, Get What You Need”: Above Avg. Growth, Deep Discount Generating Vast Interest
54. D – Southern Charming on Madison Avenue…Any Bargain Shoppers?
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 206 53.79% 30 14.56%

NEUTRAL 167 43.60% 6 3.59%

SELL 10 2.61% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers
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on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.
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 Energy | Power & Utilities

Please see the analyst certification and important disclosures on page 9 of this report. Evercore ISI and affiliates do and seek to do business with 
companies covered in its research reports. Investors should be aware that the firm may have a conflict of interest that could affect the objectivity 
of this report. Investors should consider this report as only a single factor in making their investment decision. 
©  2019. Evercore Group L.L.C. All rights reserved.

After A +/-11% Sell-Off The Risk / Reward 
Looks Highly Skewed To The Upside
We are maintaining our 12-month target price of $50.50. Rating 
Remains Outperform. Utility value alone is over $41/share. 

We are taking down our EPS estimates a bit in ’19-’21 to $3.05 / 
$3.05/ $2.95 from $3.10 / $3.05/ $3.00. We had taken down numbers 
given the fall in power prices since Q1 ’19 in a comprehensive 
merchant power note we wrote on July18 (see here), but the outlook 
is a tad worse than we had modelled incorporating latest management 
hedging disclosures and forward power curves as of June 30th. On 
8/1/19 Exelon reported 2Q19 EPS of $0.60 and re-affirmed ‘19 EPS 
guidance of $3.0-$3.3. Given YTD EPS and Q3 guidance of $0.8-$0.9 
it looks unlikely that EXC will get to the ’19 midpoint. While the outlook 
for ExGen currently looks less attractive the core utility thesis for EXC 
continues to look very good with EXC executing the business plan that 
supports achieving 6-8% EPS growth from ’18-’22. And as we discuss 
further in this note, there is potential for passage of legislation in IL 
that could have a profound impact on the value proposition for a large 
portion of ExGen’s nuclear fleet. 

The risk/reward skews extremely favorable at this share price. 
EXC shares are down +/-11% since 5/1/19 and are basically flat YTD 
while regulated utilities have risen—on average—almost 18%. This is 
one of the key reasons why EXC shares look like a really good 
risk/reward here. The ’21 P/E multiple on regulated utilities is up 
17.5% YTD from 16X ’21 to 18.8X ’21. That means that at a peer 
average multiple that EXC’s core utility businesses, which continue to 
execute very well against their business plan, are worth between 
$36.50-$42.50 share at their ’21 EPS guidance of $1.95-$2.25/share 
(and we think they are better than average). We believe with utilities at 
18.8X ’21 EPS EXC’s utilities are worth >$41/share, meaning you are 
buying ExGen for >$3.5/share which is the equivalent of ~4.2x 
EV/EBITDA, 2.8X debt/EBITDA, generating cash at an 18% un-
levered FCF yield! While the current state of play looks challenging, 
there has upside to the ExGen financial outlook from several vectors, 
whether it is IL legislation if it passes, power prices recovering, 
capacity market reform, or in the absence of any of those self-help 
through further cost cutting and /or shutting money losing plants. 

What is next? On 07/25/2019, FERC told PJM not to run the ’22-’23 
capacity auction under the current auction rules. So now, we see the 
next potential significant catalyst being consideration by the IL 
legislature of HB 2861, The Clean Energy Progress Act, which could 
allow EXC to secure capacity payments for its entire ~10GW ComEd 
nuclear fleet directly from the state beginning in 2024. Also, with 
FERC Commissioner LaFluer leaving the FERC at the end of August 
it is possible that with a three Commissioner quorum they could 
actually finally make a decision on PJM capacity market reform.
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We are updating our ’19 / ’20 / ’21 EPS forecast to $3.05 / $3.05/ $2.95 from $3.10 / $3.05/ 
$3.00. We incorporate latest management guidance including the capex budget, O&M profile, 
power curves, and hedging disclosures into our model. We note ExGen remains 10-13% and 
7-10% behind ratable hedging of its wholesale length in ’20 and ’21 to capture potential power 
market upside. Management has committed to grow the dividend 5% annually through at least 
2020, which is eminently manageable given their cash flow outlook and the strength of the 
balance sheet even with the recent move in power forward pricing. 

Exhibit 1
Consolidated EPS Profile

EPS SOTP Units 2018 2019 2020 2021

ExGen $/share $1.39 $1.16 $0.99 $0.76

Utilities $/share 1.91 2.12 2.23 2.35

Parent / Other $/share (0.18) (0.22) (0.18) (0.17)

Consolidated EPS $/share $3.12 $3.05 $3.05 $2.95

Source: Evercore ISI Research

Our Utility & Parent EPS forecast for ’19-’21 remains unchanged at  $1.90/ $2.05/ $2.18 
vs. management’s guidance at the mid-point of $1.90/ $2.00 / $2.10. Earnings guidance for 
’22 looks especially strong with EPS expected to grow 9.5% over 2021. Given our forecast runs 
through ’21, we capture that robust back-ended utility growth by applying ~a 5% premium to 
our anchor multiple of 17.0x on our ’21 EPS estimate (see further in the note for valuation 
details). The 4 year capital program supporting this growth aspiration is $23B for ’19-’22 time 
period. That grows rate base at 7.8% CAGR ’19-’22. Management reiterated a LT utility growth 
rate expectation of 6-8%. 

We update ExGen’s EBITDA forecast to $2,935m, $2,770m, and $2,450m from $2,988m, 
$2,770m, and $2,510m for ’19-’21 time period. Management provided updated gross margin 
disclosure for ’19-’21 time period. Gross margin for ’19 came in flat QoQ due to hedges and 
execution of a combined $150m of power and non-power new business offsetting declining 
power prices. ’20 and ’21 gross margins were down by -$100m and -$250m, respectively, retail 
business partially offsetting weaknesses in PJM and Texas power markets. The company is 
10-13% behind ratable in ’20 and 7-10% behind ratable in ’21, which reflects management’s 
view about the fundamental upside in power prices. It worth noting that there isn’t much 
liquidity out that far in power curves and pricing should improve as we move to spot, which is 
expected to provide further upside to ExGen’s total gross margin. Management also noted that 
they start seeing recovery in power prices, NiHub power prices improving by a $~1/MWh MTD.

The Cash flow profile has come under some pressure since the beginning of the year 
but is still at ExGen a value driver. The net income/EPS forecast for both the utilities and 
ExGen is supported by the fact that ExGen’s cash flow. On their Q4 call EXC forecasted 
supporting ExGen/utility capex, dividend growth, and ExGen/parent debt paydown with $7.8bn 
of expected Exgen cash flow. ExGen gross margin has declined $350m through ’21 which is as 
far out as we model. So all things equal cash flow still supports the utility investments with no 
equity issuance, the dividend growing at 5% but only ~$2.15B of debt pay-down vs. our prior 
forecast of $2.5 with $850m at the parent. ExGen remains sub 3X debt/EBITDA through the 
forecast period  but our ’21 number is now 2.8X vs. 2.4X. 

However, all that being said, in the near to medium term the company has said it will continue 
to cut costs and capex needs (they generally update the O&M and capex outlook for ExGen on 
the Q3 call, see below). Just a $1/MWh improvement in power prices would translate to more 
than $170m of cumulative cash flow improvement through ’21 based on latest 
hedging/production disclosure ($10m in ’19, $50m in ’20, and ‘$110m in ’21). In the medium to 
longer term FERC might finally come up with a capacity market design that gives EXC better 
outcomes. They could get passage of IL legislation. Or in the absence of any of those 
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outcomes being sufficiently beneficial, move to shut down cash flow negative assets. We 
discuss some of this in more detail later in this note. 

On a market agnostic basis our target price would be $52.5/share. Although our 
fundamental anchor ’21 EPS multiple is 17.0x, the group is currently trading at 18.8x. Using 
this multiple in our SOTP analysis as discussed above would results in a 12-month target price 
of $52.5/share. Moreover, EXC is currently trading at $44.8, which implies a ~4.9x EV/EBITDA 
multiple for ExGen under our base case SOTP analysis and ~4.2x EV/EBITDA under the 
market agnostic scenario. This is very cheap.

______________________________________________________________________________________________________
Exhibit 2
Implied ExGen Valuation – Implied Valuation At YE, Valuation Now, & Valuation Now Using Market Utility P/E

Valuation As of 4Q19 Units 2021 Valuation As of Today Units 2021 Valuation - Market Agnostic Units 2021

Share Count mm 981 Share Count mm 981 Share Count mm 981

Utility EPS $/share $2.18 Utility EPS $/share $2.20 Utility EPS $/share $2.20

Multiple x 17.5x Multiple x 18.0x Multiple x 18.8x

Utility Value $/share $38.2 Utility Value $/share $39.6 Utility Value $/share $41.3

ExGen EBITDA $mm $2,700 ExGen EBITDA $mm $2,450 ExGen EBITDA $mm $2,450

Multiple x 5.7x Multiple x 4.9x Multiple x 4.2x

Enterprise Value $mm $15,390 Enterprise Value $mm $12,005 Enterprise Value $mm $10,290

Net Debt $mm $6,550 Net Debt $mm $6,750 Net Debt $mm $6,750

ExGen Value $mm $8,840 ExGen Value $mm $5,255 ExGen Value $mm $3,540

ExGen Value $/share $9.0 ExGen Value $/share $5.4 ExGen Value $/share $3.6

Total Value No Upsides $/share $47.2 Total Value No Upsides $/share $44.9 Total Value No Upsides $/share $44.9

Unlevered FCF $mm $2,149 Unlevered FCF $mm $1,890 Unlevered FCF $mm $1,890

Unlevered FCF to EV % 14.0% Unlevered FCF to EV % 15.7% Unlevered FCF to EV % 18.4%

Net Debt to EBITDA x 2.4x Net Debt to EBITDA x 2.8x Net Debt to EBITDA x 2.8x

Source: Evercore ISI Research, Company Disclosure

Our 12-month price target is $50.50. We maintain our Outperform rating. When we build 
up our fundamental target price we use a 18.0X multiple on expected regulated EPS in ’21, a 
~5% premium to our average regulated utility target P/E for ’21 of +/-17.0X. We do so to 
capture the value associated with the 9.5% expected EPS growth from ’21-’22 that Exelon is 
currently forecasting. Next, we use a 6.5X ’21 EBITDA multiple for ExGen. Before any upside 
from PJM capacity or energy market reforms, fair fundamental value would be +/-$49/share 
(that equates to a ~12% FCF to EV for ExGen in ’21). But we add $1.5/share of value to our 
base case value to get to our total TP of $50.50 taking into account possibility of ExGen 
upsides becoming visible in the next 12 months. For instance, capacity price reform if it results 
in FRR treatment for nuclear plants, might not only be accretive to earnings or cash flow but 
could also drive revenue stability that is multiple enhancing. Passage of the IL legislation would 
have a very similar impact. At our 12-month target price of $50.50/share, ExGen’s FCF yield 
would be ~12%.
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______________________________________________________________________________________________________
Exhibit 3
EXC SOTP Valuation – Our Valuation At YE, Our Valuation Now, & Valuation Now Using Market Utility P/E

Valuation As of 4Q19 Units 2021 Valuation As of Today Units 2021 Valuation - Market Agnostic Units 2021

Share Count mm 981 Share Count mm 981 Share Count mm 981

Utility EPS $/share $2.18 Utility EPS $/share $2.20 Utility EPS $/share $2.20

Multiple x 17.5x Multiple x 18.0x Multiple x 18.8x

Utility Value $/share $38.2 Utility Value $/share $39.6 Utility Value $/share $41.3

ExGen EBITDA $mm $2,700 ExGen EBITDA $mm $2,450 ExGen EBITDA $mm $2,450

Multiple x 6.5x Multiple x 6.5x Multiple x 6.5x

Enterprise Value $mm $17,550 Enterprise Value $mm $15,925 Enterprise Value $mm $15,925

Net Debt $mm $6,550 Net Debt $mm $6,750 Net Debt $mm $6,750

ExGen Value $mm $11,000 ExGen Value $mm $9,175 ExGen Value $mm $9,175

ExGen Value $/share $11.2 ExGen Value $/share $9.3 ExGen Value $/share $9.3

Total Value No Upsides $/share $49.4 Total Value No Upsides $/share $48.9 Total Value No Upsides $/share $50.7

Unlevered FCF $mm $2,149 Unlevered FCF $mm $1,890 Unlevered FCF $mm $1,890

Unlevered FCF to EV % 12.2% Unlevered FCF to EV % 11.9% Unlevered FCF to EV % 11.9%

Net Debt to EBITDA x 2.4x Net Debt to EBITDA x 2.8x Net Debt to EBITDA x 2.8x

Source: Evercore ISI Research, Company Disclosure

Illinois Legislation proposes a framework to procure clean capacity for Illinois utilities in 
PJM. This would be a big positive for EXC. We have been saying for some time that 
potential upside from PJM capacity / energy price reform could bolster EPS, cash flow and 
value. While there has been modest progress (fast start price reforms passed) they have been 
slow in coming, with pending changes to capacity markets awaiting a FERC decision (now 
maybe more likely with LaFluer’ imminent departure). In their absence EXC has taken action in 
IL supporting legislation that would compensate their entire existing nuclear fleet in the state. 
House Bill 2861, The Clean Energy Progress Act facilitates EXC securing capacity payments 
for its entire ~10GW ComEd nuclear fleet directly from the state of Illinois by taking the ComEd 
zone of PJM out of the capacity market while continuing to participate in the energy market. If it 
passes  we think annual EBITDA uplift for EXC might be more than ~$300m (~$0.27/share to 
EPS) because in the last PJM capacity auction ‘21/’22 EXC only cleared ~52% of its 10GW of 
ComEd nuclear generation. 

The financial impact of the legislation would begin in mid ’24, but it would be 
transformative. If the bill passes this veto session in late Q4 then it would allow them to move 
out of the capacity market in the ‘24/’25 planning year (the ’21 auction). We think passage of 
HB2861 would put the building blocks in place for EXC to grow EPS from $2.95/share in ’21 to 
+/-$3.90/share in ’25, a ~9% CAGR. The utility business would finally not be held back by 
declining profits at ExGen, and the company would have a very strong balance sheet and cash 
flow profile that supports growth without equity issuance. If the legislation passes it sets up 
EXC shares as a very compelling investment vs. peers.

What is the upside potential for EXC’s earnings power? At ExGen the current EPS 
trajectory isn’t pretty, but we think that is biased to the upside as the forward power curve is 
backwardated and not liquid, with ExGen staying behind ratable hedging to capture that upside 
as we move to spot. In addition, the upside from passage of favorable capacity market reform 
could translate to ~$344m of annual EBITDA uplift--+/-$0.27/share of EPS. That could happen 
as soon as the ’22/’23 planning year if the next auction is done under new rules (FERC recently 
denied running the auction under old PJM rules). But now with the IL legislation a possibility 
EXC could get that economic outcome through another path, and probably get longer term 
certainty on its revenues even if we may have to wait until mid-’24 under that scenario to see 
the money. We think these upsides are worth a minimum of +/-$2/share of value. That 
assumes EXC only gets 6.5X EBITDA on those cash flows which is a conservative as a new 
PJM construct that allows resource specific FRR treatment or passage of the IL legislative 
construct would probably be multiple enhancing. We talk about the potential outcomes of 
FERC’s pending revision of the PJM capacity market rules in a separate note. Our last note in 
which we covered the legislation can be found here.
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Passage of IL Legislation would likely set up EXC shares to compound at a very 
attractive TSR. To make our point, we show an illustrative scenario under which the bill 
passes during the veto session later this year. We assume the core utility business grows rate 
base 6% annually from ’21-’25 (fully funded with internally generated cash flow) and ExGen 
underlying net income is stable over that period with the addition of revenues from the IL 
legislative framework beginning in ’24. We assume EXC shares hold their current valuation 
multiple as EPS growth from $2.95 towards +/-$3.90/share in ’25. This analysis doesn’t 
account for cash generated by ExGen post ’21 in excess of what may be needed to fund the 
utility capex and the dividend (they should be in a very strong balance sheet position by then, 
so probably won’t be compelled to pay down more debt). The passage of the bill would 
probably be multiple enhancing for ExGen, and there may be some downside exposure on the 
utility side of the house from rising interest rates over time. However, with the stock now trading 
at 15X a depressed ’21 EPS outlook multiple expansion is now more likely.  As you can see 
below even without assuming multiple expansion the three year average annual total 
shareholder return—given the current ~3% dividend yield--is just around ~9%. That is better 
than most of the peer group over that period and with the consolidated P/E now at an almost 5 
turn discount to peers we think that is a conservative TSR under this scenario. 
___________________________________________________________________________
Exhibit 4
TSR Analysis: Passage of IL Legislation

IL  UPSIDE - VETO 
Session Approval Untis 2021 2022 2023 2024 2025

LT Utility Growth % 6.0% 6.0% 6.0% 6.0%
Utility $/share $2.35 $2.49 $2.64 $2.80 $2.97
IL Legislation Upside $/share 0.15 0.15
ExGen $/share 0.76 0.76 0.76 0.91 1.06
Parent $/share (0.17) (0.17) (0.17) (0.17) (0.17)
Consolidated EPS $/share $2.95 $3.08 $3.23 $3.54 $3.86
P/E x 15.0x 15.0x 15.0x 15.0x 15.0x
Target Price $/share $44.3 $46.4 $48.6 $53.3 $58.0

Average Annual TSR: Next Three Years 
Price Return CAGR 4.0% 5.0% 6.4% 7.0% 8.0%

Years of Compounding 3 3 3 3 3

Current Share Price $44.3 $44.3 $44.3 $44.3 $44.3

Ending Stock Price $49.8 $51.3 $53.3 $54.3 $55.8

Dividend Yield 2.9% 2.9% 2.9% 2.9% 2.9%

Average Annual TSR 6.9% 7.9% 9.3% 9.9% 10.9%

Source: Evercore ISI Research

EXC reported 2Q19 adjusted consolidated EPS of $0.60 vs. 2Q18 adjusted EPS of $0.71 
and inline with the mid-point of guidance range $0.55 - $0.65. ExGen had a (-$0.13) 
headwind y-o-y primarily driven by lower realized energy prices (-$0.16) and other (-$0.02), 
which were offset by zero emission credit revenue (+$0.03), and lower nuclear outage expense 
(+$0.02). ComEd increased by (+$0.02) y-o-y, benefiting from distribution revenues ($0.01) 
and other (+$0.01). PECO increased by (+$0.01) y-o-y due to distribution rate increase 
(+$0.03), which was partially offset by unfavorable weather (-$0.01) and other (-$0.01). BGE 
was flat y-o-y benefitting from distribution rate increases (+$0.01) and a penny decrease from 
other. PHI was up by (+$0.02) due to distribution and transmission rate increases (+$0.03), 
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which was offset by other (-$0.01). Overall, EXC utilities had a strong quarter helping to offset 
realized energy price weaknesses at ExGen.

EXC maintained FY’19 consolidated EPS guidance range of $3.00 - $3.30 ($3.15 at the 
midpoint) versus consensus at $3.13 and our now updated forecast of $3.05. 
Management re-affirmed its’19 ExGen gross margin guidance of $7,650m citing offsets by 
hedges and execution of a combined $150m of power and non-power new business. However, 
investors were worried about potential shortfall vs. guidance for balance of the year. We think 
management will be able to meet its guidance even though we are reducing our ’19 full-year 
EPS forecast by $0.05/share and expect ExGen’s gross margin will come in at the lower end of 
the guidance range. While it is hard to quantify to what extend retail contracts could help to 
offset wholesale weaknesses, recently enacted NJ ZECs program and increase in ZEC 
payments in NY will provide ~$0.04/share and ~$0.03/share benefits on y-o-y basis for balance 
of the year. Timing of taxes as well as O&M management at parent level could also help to 
offset ExGen headwinds.

The long-term Utility EPS growth outlook was maintained at 6-8%. On 4Q18 earnings call, 
Management rolled out an updated 4 year capital program for ’19-’22 to $23B from $21B for 
the ’18-’21 time period. The rate base will grow to $50.7B by 2022 from $37.6B in 2018, an 
annual growth rate of 7.8% vs. previously expected CAGR of 7.4%. Note FCF guidance for 
FY19 maintained at ~$5.7bn. Management noted that their LT ExGen cash flow guidance 
provided on the 4Q18 call remains unchanged.

What’s next? At the utilities, Pepco MD filed an electric distribution base rate case on January 
15, 2019 requesting the Maryland Public Service Commission (MDPSC) to increase rates by 
~$10.3m on $2B rate base with 9.6% ROE and ~50.46% equity ratio. A final decision expected 
by August of 2019. ComEd filed its annual distribution formula update on April 8, 2019 
requesting the Illinois Commerce Commission (ICC) to decrease its rates by ~$6m on $11.3bn 
rate base with 8.9% ROE and ~47.9% equity ratio. A final decision expected by Dec of 2019. At 
ExGen, BGE filed a rate case requesting revenue increase of $148.7m premised on ROE of 
10.3% and equity ratio of 51.1% and rate base of $5.4bn. A final decision is expected by Dec of 
2019. PEPCO DC (Electric) filed a rate case requesting a $162m revenue increase reflecting 
cumulative multi-year plan. The plan is premised on ROE of 10.3% and equity layer of 50.46%. 
A final decision is expected by May 2020.  Recall PJM asked the FERC to make a decision on 
the operating reserve demand curve (ORDC) by December 15, 2019. A proposed ORDC 
changes could increase wholesale power prices by $1.28/MWh in PJM region, benefitting 
ExGen’s EBITDA profile. 

Management has a strong track record of driving cost down at ExGen. The company has 
announced more than $900m of cost reductions since 2015. In fact, ExGen’s O&M is expected 
to come down by more than $100m to $4.2bn by ’21. Furthermore, management expects their 
annual capital expenditures will come down by $400m in ’22 mostly driven by lower expected 
nuclear fuel costs and lower base capex. Given management’s strong record of running very 
lean operations at ExGen, we are confident they will be able to achieve if not exceed their cost 
and capex reduction targets which could offset current downturn in commodity prices.

Exhibit 5
ExGen’s O&M and Capex Profiles

Source: Evercore ISI Research, Company Disclosure
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Challenged nuclear plants could retire post ‘21/’22 if there is no legislative/regulatory 
solution. Management stated that they wouldn’t run currently challenged nuclear plants 
(Byron, Dresden, and Braidwood) unless there is a structural fix in power markets (examples: 
FRR-A and Power Market Reforms at PJM) and/or power curves rise significantly. This is a 
very basic framework as the company doesn’t disclose O&M and/or maintenance expenses for 
their nuclear fleet on a unit specific basis, so we use an industry average metrics to get to 
ballpark cash flow estimates. It is also worth noting that Dresden didn’t clear the last capacity 
auction, while a small portion of Byron did clear it, as reflected in our capacity revenue estimate 
column. Byron and Braidwood need to run at least through ‘21/’22 to full fill their previous 
capacity auction commitments, but Dresden could possibly retire sooner.   
___________________________________________________________________________
Exhibit 6
Economically Challenged Nuclear Plants

 Nuclear 
Power Plants

Capacity - 
MW

Capacity 
Factor

Generation 
- TWh

Total O&M & 
Maintenance 

Expense ($/MWh)

2021 Ni Hub ATC 
Power Prices - 

$/MWH

Estimated 
Capacity Rev. 

($mm)

Net Cash Flow 
Profile - $mm

Byron 2347 95% 20 $25 $23 $20 ($24)

Dresden 1845 97% 16 26 23 0 (56)

Braidwood 2386 94% 20 26 23 210 155

Total 6578 55 $75

Source: Evercore ISI Research
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VALUATION METHODOLOGY
Our valuation is based on a sum of the parts analysis. We use a P/E multiple on the utility and an EBITDA multiple for the 
merchant power business.

RISKS
Higher or lower power / capacity prices and favorable / unfavorable outcomes in regulatory proceedings would cause our 
valuation to be either higher or lower. Higher interest rates would pull utility earnings up in IL but pressure multiples so the net 
impact would likely be negative overall. A favorable outcome in the upcoming capacity auctions would be accretive but a 
significantly lower capacity auction price would be negative.

COMPANIES UNDER COVERAGE BY AUTHOR

Symbol Company Rating
Price

(2019-01-08)
Evercore ISI

Target
AEE Ameren Corp. In Line $76.78 $69.00
AEP American Electric Power In Line $88.97 $85.00
AES The AES Corporation Outperform $17.25 $18.50
AGR Avangrid Inc In Line $51.16 $49.00
CMS CMS Energy Corp. Outperform $59.01 $54.00
CNP CenterPoint Energy, Inc. In Line $29.09 $31.50
CWEN Clearway Energy In Line $18.07 $16.00
D Dominion Energy, Inc In Line $75.92 $73.00
DTE DTE Energy Co. In Line $129.23 $119.00
DUK Duke Energy Corp. In Line $87.54 $84.50
ED Consolidated Edison Inc. Underperform $85.92 $78.00
EIX Edison International In Line $74.14 $72.00
ES Eversource Energy In Line $76.65 $70.50
ETR Entergy Corp. In Line $107.17 $101.00
EVRG Evergy Outperform $60.56 $58.00
EXC Exelon Corp. Outperform $44.41 $50.50
FCFE18-MX CFE Capital S. de R.L. de C.V. Outperform MXN18.16 MXN19.00
FE FirstEnergy Corp. Outperform $44.42 $44.00
HE Hawaiian Electric Industries Inc. Underperform $44.62 $35.50
NEE NextEra Energy Inc Outperform $210.33 $191.00
NI NiSource Inc In Line $30.13 $27.50
NRG NRG Energy Inc. Outperform $34.37 $47.00
OGE OGE Energy Corp In Line $43.20 $39.00
PCG PG&E Corp. In Line $18.14 $25.00
PEG Public Service Enterprise Group Outperform $57.24 $59.00
PNM PNM Resources, Inc In Line $50.46 $45.00
PNW Pinnacle West Capital Corp. In Line $91.97 $87.50
PPL PPL Corp. In Line $29.79 $31.25
SO Southern Co. In Line $56.97 $53.50
SRE Sempra Energy Outperform $135.67 $144.00
VST Vistra Energy Corp Outperform $21.52 $32.00
WEC WEC Energy Group, Inc. In Line $87.14 $74.00
XEL Xcel Energy Inc. In Line $60.86 $53.00
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appropriate, but various regulations may prevent this from happening in certain instances.  Aside from certain industry reports published on a 
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the analyst's judgment.

Evercore lSI generally prohibits analysts, associates and members of their households from maintaining a financial interest in the securities of 
any company in the analyst's area of coverage.  Any exception to this policy requires specific approval by a member of our Compliance 
Department. Such ownership is subject to compliance with applicable regulations and disclosure.  Evercore lSI also prohibits analysts, associates 
and members of their households from serving as an officer, director, advisory board member or employee of any company that the analyst 
covers.

This report may include a Tactical Call, which describes a near-term event or catalyst affecting the subject company or the market overall and 
which is expected to have a short-term price impact on the equity shares of the subject company. This Tactical Call is separate from the analyst's 
long-term recommendation (Outperform, In Line or Underperform) that reflects a stock's forward 12-month expected return, is not a formal rating 
and may differ from the target prices and recommendations reflected in the analyst's long-term view.

Applicable current disclosures regarding  the subject companies covered in this report are available at the offices of Evercore  lSI, and 
can be obtained  by writing to Evercore Group L.L.C., Attn. Compliance,  666 Fifth Avenue, 11th Floor, New York, NY 10103.

Evercore and its affiliates, and I or their respective directors, officers, members and employees, may have, or have had, interests or qualified 
holdings on issuers mentioned in this report. Evercore and its affiliates may have, or have had, business relationships with the companies 
mentioned in this report.

Additional information on securities or financial instruments mentioned in this report is available upon request.

Ratings Definitions

Current Ratings Definition

Evercore lSI's recommendations are based on a stock's total forecasted return over the next 12 months. Total forecasted return is equal to the 
expected percentage price return plus gross dividend yield. We divide our stocks under coverage into three primary ratings categories, with the 
following return guidelines:

Outperform- the total forecasted return is expected to be greater than the expected total return of the analyst's coverage universe
In Line- the total forecasted return is expected to be in line with the expected total return of the analyst's universe
Underperform- the total forecasted return is expected to be less than the expected total return of the analyst's universe
Coverage  Suspended- the rating and target price have been removed pursuant  to Evercore  lSI policy when Evercore is acting in an advisory 
capacity in a merger or strategic transaction  involving this company  and in certain other circumstances.*
Rating Suspended- Evercore lSI has suspended the rating and target price for this stock because there is not sufficient fundamental basis for 
determining, or there are legal, regulatory or policy constraints around publishing, a rating or target price. The previous rating and target price, if 
any, are no longer in effect for this company  and should not be relied upon.*

*Prior to October 10, 2015, the "Coverage Suspended" and "Rating Suspended" categories were included in the category "Suspended."

FlNRA requires that members who use a ratings system with terms other than "Buy," "Hold/Neutral" and "Sell" to equate their own 
ratings to these categories.  For this purpose, and in the Evercore lSI ratings distribution below, our Outperform, In Line, and 
Underperform ratings can be equated to Buy, Hold and Sell, respectively.

Historical Ratings Definitions

Prior to March 2, 2017, Evercore lSI's recommendations were based on a stock's total forecasted return over the next 12 months:

Buy- the total forecasted return is expected to be greater than 10%
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Hold- the total forecasted return is expected to be greater than or equal to 0% and less than or equal to 10%
Sell -the total forecasted return is expected to be less than 0%

On October 31, 2014, Evercore acquired International Strategy & Investment Group LLC ("lSI Group") and lSI UK (the "Acquisition") and 
transferred Evercore Group's research, sales and trading businesses to lSI Group. On December 31, 2015, the combined research, sales and 
trading businesses were transferred back to Evercore Group in an internal reorganization. Since the Acquisition, the combined research, sales 
and trading businesses have operated under the global marketing brand name Evercore lSI.

lSI Group and lSI UK:

Prior to October 10, 2014, the ratings system of lSI Group and lSI UK which was based on a 12-month risk adjusted total return: 

Strong Buy- Return > 20%
Buy- Return 10% to 20%
Neutral - Return 0% to 10% 
Cautious- Return -10% to 0% 
Sell-  Return< -10%

For disclosure purposes, lSI Group and lSI UK ratings were viewed as follows: Strong Buy and Buy equate to Buy, Neutral equates to Hold, and 
Cautious and Sell equate to Sell. 

Evercore Group:

Prior to October 10, 2014, the rating system of Evercore Group was based on a stock's expected total return relative to the analyst's coverage 
universe over the following 12 months. Stocks under coverage were divided into three categories:

Overweight- the stock is expected to outperform the average total return of the analyst's coverage universe over the next 12 months.
Equal-Weight- the stock is expected to perform in line with the average total return of the analyst's coverage universe over the next 12 months. 
Underweight -the stock is expected to underperform the average total return of the analyst's coverage universe over the next 12 months. 
Suspended- the company rating, target price and earnings estimates have been temporarily suspended.

For disclosure purposes, Evercore Group's prior "Overweight," "Equal-Weight" and "Underweight" ratings were viewed as "Buy," "Hold" and 
"Sell," respectively.

Ratings Definitions for Portfolio-Based Coverage

Evercore lSI utilizes an alternate rating system for companies covered by analysts who use a model portfolio-based approach to determine a 
company's investment recommendation. Covered companies are included or not included as holdings in the analyst's Model Portfolio, and have 
the following ratings:

Long- the stock is a positive holding in the model portfolio; the total forecasted return is expected to be greater than 0%. 
Short- the stock is a negative holding in the model portfolio; the total forecasted return is expected to be less than 0%. 
No Position- the stock is not included in the model portfolio.
Coverage Suspended- the rating and target price have been removed pursuant to Evercore lSI policy when Evercore is acting in an advisory 
capacity in a merger or strategic transaction involving this company, and in certain other circumstances; a stock in the model portfolio is removed. 
Rating Suspended - Evercore lSI has suspended the rating and/or target price for this stock because there is not sufficient fundamental basis for 
determining, or there are legal, regulatory or policy constraints around publishing, a rating or target price. The previous rating and target price, if 
any, are no longer in effect for this company and should not be relied upon; a stock in the model portfolio is removed.

Stocks included in the model portfolio will be weighted from 0 to 100% for Long and 0 to -100% for Short. A stock's weight in the portfolio reflects 
the analyst's degree of conviction in the stock's rating relative to other stocks in the portfolio. The model portfolio may also include a cash 
component. At any given time the aggregate weight of the stocks included in the portfolio and the cash component must equal100%.

Stocks assigned ratings under the alternative model portfolio-based coverage system cannot also be rated by Evercore lSI's Current Ratings 
definitions of Outperform, In Line and Underperform.

FlNRA requires that members who use a ratings system with terms other than "Buy," "Hold/Neutral" and "Sell," to equate their own 
ratings to these categories. For this purpose, and in the Evercore lSI ratings distribution below, our Long, No Position and Short 
ratings can be equated to Buy, Hold and Sell respectively.

Evercore lSI rating (as of 08/05/2019)

Coverage Universe Investment Banking Services I Past 12 Months
Ratings Count Pct.
Buy 396 51
Hold 315 40
Sell 39 5
Coverage Suspended 18 2
Rating Suspended 11 1

Ratings Count Pct.
Buy 269 68
Hold 169 54
Sell 16 41
Coverage Suspended 14 78
Rating Suspended 4 36

Issuer-Specific Disclosures (as of August 05, 2019)
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Price Charts

Ratings Key
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H Hold IL In Line NP No Position RS Rating Suspended
S Sell UP Underperform S Short

GENERAL DISCLOSURES
This report is approved and/or distributed by Evercore Group L.L.C. (“Evercore Group”), a U.S. licensed broker-dealer regulated by the Financial 
Industry Regulatory Authority (“FINRA”) and by Evercore ISI International Limited (“ISI UK”), which is authorised and regulated in the United 
Kingdom by the Financial Conduct Authority. The institutional sales, trading and research businesses of Evercore Group and ISI UK collectively 
operate under the global marketing brand name Evercore ISI ("Evercore ISI"). Both Evercore Group and ISI UK are subsidiaries of Evercore Inc. 
("Evercore"). The trademarks, logos and service marks shown on this report are registered trademarks of Evercore Inc.

This report is provided for informational purposes only. It is not to be construed as an offer to buy or sell or a solicitation of an offer to buy or sell 
any financial instruments or to participate in any particular trading strategy in any jurisdiction. The information and opinions in this report were 
prepared by registered employees of Evercore ISI. The information herein is believed by Evercore ISI to be reliable and has been obtained from 
public sources believed to be reliable, but Evercore ISI makes no representation as to the accuracy or completeness of such information. 
Opinions, estimates and projections in this report constitute the current judgment of the author as of the date of this report. They do not 
necessarily reflect the opinions of Evercore and are subject to change without notice. In addition, opinions, estimates and projections in this 
report may differ from or be contrary to those expressed by other business areas or groups of Evercore and its affiliates. Evercore ISI has no 
obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, 
projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. Facts and views in Evercore ISI research reports 
and notes have not been reviewed by, and may not reflect information known to, professionals in other Evercore affiliates or business areas, 
including investment banking personnel.

Evercore ISI does not provide individually tailored investment advice in research reports. This report has been prepared without regard to the 
particular investments and circumstances of the recipient. The financial instruments discussed in this report may not suitable for all investors and 
investors must make their own investment decisions using their own independent advisors as they believe necessary and based upon their 
specific financial situations and investment objectives. Securities and other financial instruments discussed in this report, or recommended or 
offered by Evercore ISI, are not insured by the Federal Deposit Insurance Corporation and are not deposits of or other obligations of any insured 
depository institution. If a financial instrument is denominated in a currency other than an investor’s currency, a change in exchange rates may 
adversely affect the price or value of, or the income derived from the financial instrument, and such investor effectively assumes such currency 
risk. In addition, income from an investment may fluctuate and the price or value of financial instruments described in this report, either directly or 
indirectly, may rise or fall. Estimates of future performance are based on assumptions that may not be realized. Furthermore, past performance is 
not necessarily indicative of future performance.

Evercore ISI salespeople, traders and other professionals may provide oral or written market commentary or trading strategies to our clients that 
reflect opinions that are contrary to the opinions expressed in this research. Our asset management affiliates and investing businesses may 
make investment decisions that are inconsistent with the recommendations or views expressed in this research.

Electronic research is simultaneously available to all clients. This report is provided to Evercore ISI clients and may not be redistributed, 
retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of Evercore ISI. Receipt and review 
of this research report constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion or 
information contained in this report (including any investment recommendations, estimates or target prices) without first obtaining express 
permission from Evercore ISI.

This report is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be 
contrary to local law or regulation.
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For investors in the UK: In making this report available, Evercore makes no recommendation to buy, sell or otherwise deal in any securities or 
investments whatsoever and you should neither rely or act upon, directly or indirectly, any of the information contained in this report in respect of 
any such investment activity. This report is being directed at or distributed to, (a) persons who fall within the definition of Investment Professionals 
(set out in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”)); (b) persons falling within 
the definition of high net worth companies, unincorporated associations, etc. (set out in Article 49(2) of the Order); (c) other persons to whom it 
may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”). This report must not be acted on or 
relied on by persons who are not relevant persons.

Applicable current disclosures regarding the subject companies covered in this report are available at the offices of Evercore ISI, and can be 
obtained by writing to Evercore Group L.L.C., Attn. Compliance, 666 Fifth Avenue, 11th Floor, New York, NY 10103.

 In compliance with the European Securities and Markets Authority's Market Abuse Regulation, a list of all Evercore ISI recommendations 
disseminated in the preceding 12 months for the subject companies herein, may be found at the following site: 
https://evercoreisi.mediasterling.com/disclosure.

© 2019. Evercore Group L.L.C. All rights reserved.
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Price Target Change

Exelon Corporation

Wake Me Up When November Ends

Rating Neutral
Previous Rating No Change

Price (8/02) $44.75
Price Target $49.00
Previous Price Target $51.00

Summary

Mizuho believes that the chances of legislative action in Illinois during the veto
session in November have been greatly diminished as a result of the ongoing
FBI investigation into payments made to House Speaker Madigan’s former staff
member, Kevin Quinn. Exelon had hoped to convince the legislature to provide
capacity payments for its nuclear fleet in a state-run capacity auction. We are
updating our 2019-2021 estimates post 2Q19 earnings release and lower our
price target to $49.00 from $51.00.

Key�Points

■ According to newspaper accounts, four current Exelon lobbyists and one
former Exelon lobbyist are under investigation for making payments to Kevin
Quinn after he was fired by Speaker Madigan.

■ Exelon wants to use state-mandated capacity payments to offset the market
decline in electricity prices. In its update of merchant gross margin, Exelon
identified a $500 million decrease in open gross margin and a $250 million
decrease in hedged gross margin as a result of weak forward prices.

■ Exelon continues to indicate that it may close uneconomic plants, including
three Illinois nuclear plants.

■ The renewal of Commonwealth Edison’s franchise agreement, which expires
at the end of 2020, represents a source of significant uncertainty with the City
Council considering municipalization.

■ We are updating our 2019-2021 EPS estimates after the company’s Exelon
Generation hedge disclosure in its 2Q19 earnings release. We are increasing
our estimates by $0.04 in 2019, $0.11 in 2020, and $0.01 in 2021. The
improvement is mostly due to an increase in hedged volumes since the first
quarter disclosure.

Key Data
Symbol EXC (NYSE)

52-Week Range $51.18 - $41.96

Market Cap ($mm) $43,405

Shares Outstanding (mm) 970.0

Float 968.0

Average Daily Volume 5,190,642

Dividend/Yield $1.38/3.1%

Fiscal Year-End: Dec 31

2018A       2019E       2020E
Prior Curr Prior Curr

Earnings per Share ($)
1Q – – – – –

2Q – – – – –

3Q – – – – –

4Q – – – – –

Yr 3.12A 3.12E 3.16E 3.00E 3.11E
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Created by BlueMatrix

PLEASE REFER TO PAGE 9 OF THIS REPORT FOR IMPORTANT DISCLOSURE AND ANALYST CERTIFICATION
INFORMATION. Mizuho Securities USA LLC does and seeks to do business with companies covered in  its research reports.
As a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this
report. Investors should consider this report as only a single factor in making their investment decision.

Mizuho Securities USA LLC
www.mizuhosecurities.com/us
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Illinois Update 

Mizuho believes that the Illinois legislature will not take up legislation to establish 

state mandated capacity payments for Exelon’s nuclear plants during the veto session 

in November 2019. Mizuho thinks that House Speaker Michael Madigan is less 

likely to introduce Exelon sponsored legislation during an ongoing federal 

investigation into payments made to Madigan’s staff assistant by lobbyists with 

connections to Exelon subsidiary, Commonwealth Edison Company (CWE). When 

asked about the impact of the investigation on Exelon’s negotiations with a coalition 

of parties including environmental groups, renewable developers, labor 

representatives and the consumer advocate, William Von Hoene indicated that he did 

not expect that the investigation would hinder the company’s efforts to craft a 

legislative compromise. Exelon is continuing to meet regularly with members of the 

coalition. 

In February 2018, Madigan fired a top aide, Kevin Quinn, who had been accused of 

sexual harassment by a campaign worker. Beginning in September 2018, five current 

or former CWE lobbyists reportedly started sending Quinn money. Reports stated 

that in September 2018 the law firm of John Bradley, a former state representative 

and current CWE lobbyist sent Quinn a check for $1,000 followed later with three 

more checks for the same amount; that in December 2018, the government affairs 

firm of CWE lobbyist Tom Cullen wrote Quinn a check for $1,000 (Cullin had 

previously worked for Madigan); that in January, 2019 CWE lobbyist Michael 

Alvarez sent Quinn a check for $2,000 for consulting services and also in January, 

Quinn deposited a check for $1,000 made out by the wife of Michael McClain, a 

former legislator and former CWE lobbyist. Additionally, it was reported that in 

January 2019, the lobbying firm Cornerstone Government Affairs, who does work 

for CWE, sent two checks to Quinn, each for $1,000. After firing Quinn, Madigan 

hired Kelly Smith-Haley, the sister of two CWE lobbyists affiliated with 

Cornerstone, to investigate the allegations of sexual harassment.  

The FBI is looking at the checks as part of an ongoing investigation according to the 

Chicago Tribune. The FBI reportedly executed a search of the houses of Quinn, 

Michael McClain, one of the CWE lobbyists, and Michael Zalewski in May 2019. 

According to the Chicago Tribune, the FBI was reportedly looking into attempts by 

Madigan and McClain to get CWE lobbying work for Zalewski. In its June 2019 

10Q, Exelon and CWE confirmed that they have received a grand jury subpoena 

from the US Attorney’s Office for the Northern District of Illinois requiring 

production of information concerning their lobbying activities in the state of Illinois. 

Exelon and CWE have pledged to cooperate fully with the US Attorney’s Office in 

providing the requested information.  

Separately, CWE’s franchise agreement with the City of Chicago expires in 

December 2020. The newly elected mayor of Chicago and City Council are 

considered progressive Democrats and are considering municipalization as an option. 

According to Utility Dive, 22 Aldermen introduced an order directing City Council 

to study the feasibility of municipalizing the utility’s operations in Chicago. If 

Exelon Corporation
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adopted, it would require the Department of Fleet and Facilities Management to hire 

a consultant to complete the study by December 1, 2019. The City of Chicago can 

extend the franchise, terminate it or renegotiate the franchise. If they choose to 

terminate the franchise, the City of Chicago would be required to purchase the 

Chicago portion of CWE’s system. It is unclear how the value of the system would 

be determined if Chicago were to terminate the franchise. On the call management 

indicated that the company expected to reach a negotiated agreement with the City of 

Chicago to extend the franchise.  

Regulatory Update 

On July 22, 2019, PECO reached a settlement in its FERC transmission proceeding 

by agreeing to a 10.35% return on equity, which is inclusive of a 50 basis point adder 

for being a member of a RTO. A final FERC order is expected in the fourth quarter 

of 2019. PECO had initially filed a rate request with the FERC in May 2017 asking 

for a $22 million rate increase, predicated on an 11% ROE (including a 50 bp adder).  

On May 30, 2019, PEPCo DC filed a multi-year rate request with the Washington 

DC Public Service Commission asking for an $85 million increase in rates in 2020, a 

$40 million increase in 2021 and a $37 million increase in 2022. 

Quarter Update 

EXC reported 2Q19 operating earnings of $0.60, which was below consensus 

estimates of $0.62. Both the first and second quarter results this year included an 

undisclosed amount of non-recurring nuclear decommissioning trust gains. The 

company reaffirmed its 2019 annual guidance of $3.00-$3.30.  

A focus of the call was the current weak outlook for forward commodity prices of 

gas and electricity. The company’s gross margin update revealed a $500 million 

decline in open gross margin and a $250 million decrease in hedged gross margin. 

Management attributed the precipitous decline in Nihub and PJM West forward 

prices to lower natural gas prices and to mild temperatures that weighed on prompt 

month prices that somehow cascaded out to the forward curve. Exelon also 

mentioned a diminishing likelihood that some plants would retire in the region, 

possibly a reference to the nuclear subsidies in Ohio keeping those plants in 

operation and long term contracts to hedge new construction.  

The continued weakening of forward prices raises questions about Exelon’s decision 

to position itself behind in its ratable hedging strategy. The company is 10%-13% 

behind its 2020 targets and 7%-10% behind its 2021 hedging targets. Since Exelon 

has initiated this strategy, forward prices have done nothing but go down, making it 

hard to understand why Exelon is trying to outguess the forward curve. The 

fundamentals for forward power are awful with a glut of natural gas and the 

significant new supply of renewables expected to flood the Midwest with new power 

supply. We believe Exelon would be better off to consider increasing its ratable 

Exelon Corporation

August 5, 2019 3Mizuho Securities USA LLC234

Attachment SDR-ROR-10(c)
234 of 587



  

 

hedging levels rather than hoping for a market turn around that seems unlikely to 

occur, in our view. 

On its earnings call management indicated that it would consider taking action to 

minimize exposure to weak power markets. Possible measures under consideration 

include: power plant closures, operating and maintenance expense reductions, capital 

spending cuts and asset sales. Among the plants identified for possible plant closure 

were Byron, Braidwood and Dresden, three nuclear plants located in the state of 

Illinois. Exelon has indicated that the absence of legislative action with respect to 

state mandated capacity payments could result in the closure of these plants. 

Estimate Change  

We are adjusting our estimates following an update of our forecast model. 

Exhibit 1: EPS Estimate Changes  

 
 

Source: Company reports, MSUSA estimates 

We are updating our 2019-2021 EPS estimates after the company’s Exelon 

Generation hedge disclosure in its 2Q19 earnings release. We are increasing our 

estimates by $0.04 in 2019, $0.11 in 2020, and $0.01 in 2021. The improvement is 

mostly due to an increase in hedged volumes since the first quarter disclosure.  

Valuation  

Base Case 

Using a sum of the parts analysis on 2021 results we derive a price target of $49.00 

per share. Based on the August 2, 2019 closing price of $44.75, this represents price 

appreciation potential of 9.2% and total return potential of 1.5% including the 

company’s current yield of 3.3%. Our price target is derived as follows: 

We value the regulated electric distribution and transmission 2021 earnings of $2.00 

using a P/E multiple of 18.8 times, equivalent to the electric group average multiple, 

resulting in a price target of $37.00.  

We value the regulated gas distribution 2021 earnings of $0.43 using a P/E multiple 

of 21.6 times, equivalent to the gas group average multiple, resulting in a price target 

of $9.00. 

Consolidated 2019E 2020E 2021E

Current $3.16 $3.11 $2.89

Prior $3.12 $3.00 $2.88

Difference $0.04 $0.11 $0.01

Exelon Corporation
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We value ExGen 2021 generation EBITDA less maintenance capex of $652 million 

plus $241 million to account for PJM FastStart at a 7.3 times EV/EBITDA multiple 

resulting in a price target of $2.00.  

We value ExGen retail 2021 EBITDA of $917 million at a 6.5 times EV/EBITDA 

multiple resulting in a price target of $6.00. 

Adjusting for unallocated debt, net of a 28% tax shield, reduces the price by $5.00. 

Consistent with our methodology our price targets are dynamic changing with the 

group average P/E multiples and EV/EBITDA multiples recalculated on a daily 

basis. 

Bull Case 

Under our bull case scenario generation EBITDA would increase by $515 million 

based on assumed market heat rate expansion of 1,000. Using a 7.3 times multiple on 

merchant generation results in a $4.00 positive revision in our price target. 

Bear Case 

Under our bear case assumption the company’s rights to receive an estimated $700 

million of ZEC payments in New York, Illinois and New Jersey would be overturned 

by the courts. Using a 7.3 times multiple on merchant generation results in a $5.25 

negative revision in our price target. 

Company Models 

In the pages that follow, we highlight our detailed consolidated financial model, 

including both historical and projections for income statement, cash flow and balance 

sheet for Exelon Corporation from 2015 to 2021. To derive the consolidated results, 

we modeled full financials for each operating subsidiary. Clients who would like the 

full models may obtain them through their MSUSA representative or by direct 

request to the authors. 
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Exhibit 2: Income Statement 

 

Source: Company reports, MSUSA estimates 

 

Exhibit 3: Cash Flow Statement 

 

Source: Company reports, MSUSA estimates 

 

Consolidated Income Statement

($ millions) 2015A 2016A 2017A 2018A 2019E 2020E 2021E

Revenues $20,700 $31,905 $33,701 $36,248 $35,582 $35,739 $35,851

Cost of Goods Sold 4,602 13,035 13,963 16,632 16,268 16,364 16,409

O&M 8,232 9,196 9,438 9,065 8,727 8,726 8,800

Other Expenses (4) (6) (2) (8) (5) (4) (5)

Taxes Other then Income 1,200 1,575 1,733 1,782 1,639 1,662 1,687

EBITDA $6,670 $8,105 $8,569 $8,777 $8,955 $8,991 $8,960

D&A 2,450 3,232 3,576 3,800 3,816 3,983 4,154

EBIT $4,220 $4,873 $4,993 $4,977 $5,138 $5,008 $4,806

Interest 1,079 1,383 1,502 1,529 1,496 1,438 1,507

Other Income 271 289 418 513 144 148 152

EBT $3,412 $3,779 $3,909 $3,961 $3,786 $3,718 $3,452

Taxes 1,165 1,299 1,441 720 730 715 658

Preferred Dividends 20 (8) 0 215 (8) (8) (8)

Net Income $2,227 $2,488 $2,468 $3,026 $3,063 $3,011 $2,802

EPS $2.49 $2.68 $2.60 $3.12 $3.16 $3.11 $2.89

Consolidated Cash Flow Statement

($ millions) 2015A 2016A 2017A 2018A 2019E 2020E 2021E

Net Income $2,227 $2,467 $2,431 $3,213 $3,026 $2,974 $2,765

Depreciation 2,355 3,282 3,474 3,698 3,714 3,881 4,052

Deferred Taxes 657 774 659 361 225 232 219

Maintenance Cap-Ex (2,292) (2,958) (3,091) (3,193) (3,303) (3,394) (3,540)

Grow th Cap-Ex (3,574) (4,545) (4,009) (3,357) (3,047) (3,556) (3,210)

Net Cash Generation (627) (980) (536) 722 616 137 286

EBITDA + Other Income 6,897 8,554 8,901 9,200 9,005 9,042 9,011

Interest Expense 325 735 677 700 717 846 901

Pfd. Dividends (14) (9) 4 (2) (1) (1) (1)

Common Dividends 1,105 1,166 1,266 1,337 1,405 1,475 1,549
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Exhibit 4: Balance Sheet 

 

Source: Company reports, MSUSA estimates 

Consolidated Balance Sheet

($ millions) 2015A 2016A 2017A 2018A 2019E 2020E 2021E

Cash & Equivalents $2,940 $2,007 $966 $2,259 $1,191 $676 $676

Short Term Debt $1,154 $1,331 $1,014 $1,123 $1,123 $1,123 $1,123

Revolver 0 0 0 0 0 1,074 974

Current Portion of Long Term Debt 1,674 2,032 1,512 1,975 3,000 1,337 1,250

Long Term Debt 22,884 32,269 32,233 32,118 29,833 30,696 31,396

0 0 0 0 0 0 0 0

Total Debt $25,712 $35,632 $34,759 $35,216 $33,956 $34,230 $34,743

Preferred Stock 0 0 0 0 0 0 0

Total Debt & Preferred $25,712 $35,632 $34,759 $35,216 $33,956 $34,230 $34,743

Shareholder's Equity 26,876 25,990 24,366 24,346 23,865 23,188 22,101

Goodw ill Portion of Equity 0 0 0 0 0 0 0

Goodwill / Shareholder's Equity 0 0 0 0 0 0 0

Total Book Capitalization $52,588 $61,622 $59,125 $59,562 $57,821 $57,418 $56,845

Off-Balance Sheet Debt 0 0 0 0 0 0 0

Consolidated Debt/Pfd. Assoc. w /Min. Int. Exp. 0 0 0 0 0 0 0

Total Credit Capitalization $52,588 $61,622 $59,125 $59,562 $57,821 $57,418 $56,845
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Price Target Calculation and Key Risks
Price Target Calculations: Our price target is derived as follows: (i) we value the
regulated electric distribution and transmission 2021 earnings of $2.00 using a P/E
multiple of 18.8 times, equivalent to the electric group average multiple, resulting in a
price target of $37.00; (ii) we value the regulated gas distribution 2021 earnings of $0.43
using a P/E multiple of 21.6 times, equivalent to the gas group average multiple, resulting
in a price target of $9.00; (iii) we value ExGen 2021 generation EBITDA less maintenance
capex of $652 million plus $241 million to account for PJM FastStart at a 7.3 times EV/
EBITDA multiple resulting in a price target of $2.00; (iv) we value ExGen retail 2021
EBITDA of $917 million at a 6.5 times EV/EBITDA multiple resulting in a price target
of $6.00; (v) adjusting for unallocated debt, net of a 28% tax shield, reduces the price by
$5.00. Consistent with our methodology, our price targets are dynamic, changing with the
group average P/E multiples and EV/EBITDA multiples recalculated on a daily basis.

Key Risks: Weak commodity outlook, general economic conditions, changes in state and/
or Federal regulation, weather, ongoing business operational risk, broader macroeconomic
conditions, and interest rate movements are among the key risks to our rating and expected
stock performance.

Exelon Corporation

August 5, 2019 8Mizuho Securities USA LLC239

Attachment SDR-ROR-10(c)
239 of 587



IMPORTANT DISCLOSURES
The disclosures for the subject companies of this report as well as the disclosures for Mizuho Securities USA LLC entire coverage universe can be found
at https://msusa.bluematrix.com/sellside/Disclosures.action or obtained by contacting EQSupervisoryAnalystUS@mizuhogroup.com or via postal mail
at Equity Research Editorial Department, Mizuho Securities USA LLC, 320 Park Avenue, 12th Floor, New York NY, 10022.

Investment Risks and Valuation Methods can be located in the following section of this research report - Price Target Calculation and Key Risks.

Ownership Disclosures and Material Conflicts of Interest or Position as Officer or Director

Receipt of Compensation
Mizuho Securities USA LLC and or its affiliates makes a market in the following securities: Exelon Corporation

Mizuho Securities USA LLC and or its affiliates has received compensation for investment banking services for Exelon Corporation in the past 12
months.

Mizuho Securities USA LLC and or its affiliates has managed or co-managed a public offering of securities for Exelon Corporation in the past 12 months.

Mizuho Securities USA LLC and or its affiliates have provided investment banking services for Exelon Corporation who is or was a client in the past
12 months.
The compensation of the research analyst writing this report, in whole or part, is based on MSUSA's annual revenue and earnings and is not directly related
to any specific investment banking compensation. MSUSA's internal policies and procedures prohibit research analysts from receiving compensation
from companies covered in the research reports.

Regulation Analyst Certification (AC)
I, Paul Fremont, hereby certify that the views expressed in this research report accurately reflect my personal views about any and all the subject
companies. No part of my compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in this
research report.

Rating Definitions

Mizuho Securities USA investment ratings are based on the following definitions: Anticipated share price change is based on a 12-month time
frame. Return expectation is based on the stock’s total return. For disclosure purposes (for purposes of the FINRA requirements), we include
the category headings of Buy, Hold, and Sell alongside our ratings of Buy, Neutral, and Underperform. (effective July 10, 2017).

Buy: Stock's total return is expected to appreciate above the average total return of the analyst's industry coverage universe, on a risk-adjusted basis,
over the next 12 months.

Neutral: Stock's total return is expected to be within the average total return of the analyst's industry coverage universe, on a risk-adjusted basis, over
the next 12 months.

Underperform: Stock's total return is expected to depreciate below the average total return of the analyst's industry coverage universe, on a risk-
adjusted basis, over the next 12 months.

RS: Rating Suspended - rating and price objective temporarily suspended.

NR: No Rating - not covered, and therefore not assigned a rating.

Mizuho Securities USA LLC investment ratings are based on the following definitions. Anticipated share price change is based on a 6- to 12-month
time frame. Return expectation excludes dividends (prior to July 10, 2017).

Buy:
Neutral:
Underperform:
RS:
NR:

Stocks for which the anticipated share price appreciation exceeds 10%.
Stocks for which the anticipated share price appreciation is within 10% of the share price.
Stocks for which the anticipated share price falls by 10% or more.
Rating Suspended - rating and price objective temporarily suspended.
No Rating - not covered, and therefore not assigned a rating.

Rating Distribution
(As of 8/02 ) % of coverage IB service past 12 mo
Buy (Buy) 52.71% 55.68%

Hold (Neutral) 43.30% 48.68%

Sell (Underperform) 3.99% 21.43%

For disclosure purposes only (NYSE and FINRA ratings distribution requirements), our Buy, Neutral and Underperform ratings are displayed as Buy, Hold and Sell,
respectively.
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Rating and Price Target History for: Exelon Corporation (EXC) as of 08-01-2019
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11/02/18
N:$42.5

01/30/19
N:$45.5

02/04/19
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02/20/19
N:$47

05/16/19
N:$49.5
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N:$51

Created by: BlueMatrix

For additional information: Please log on to http://www.mizuhosecurities.com/us or write to Mizuho Securities USA LLC 320 Park Ave, 12th FL,
New York, NY 10020.

Disclaimers
This report has been prepared by Mizuho Securities USA LLC (“MSUSA”), a subsidiary of Mizuho Americas LLC, solely for the purpose of supplying
information to the clients of MSUSA and/or its affiliates to whom it is distributed. This report is not, and should not be construed as, a solicitation or
offer to buy or sell any securities or related financial products.

This report has been prepared by MSUSA solely from publicly available information. The information contained herein is believed to be reliable but
has not been independently verified. MSUSA makes no guarantee, representation or warranty, and MSUSA, MHSC and/or their affiliates, directors,
employees or agents accept no responsibility or liability whatsoever as to the accuracy, completeness or appropriateness of such information or for any
loss or damage arising from the use or further communication of this report or any part of it. Information contained herein may not be current due to,
among other things, changes in the financial markets or economic environment. Opinions reflected in this report are subject to change without notice.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. The report has been prepared without regard to
the individual financial circumstances, needs or objectives of persons who receive it. The securities and investments related to the securities discussed
in this report may not be suitable for all investors. Readers should independently evaluate particular investments and strategies, and seek the advice of
a financial adviser before making any investment or entering into any transaction in relation to the securities mentioned in this report.

MSUSA has no legal responsibility to any investor who directly or indirectly receives this material. Investment decisions are to be made by and remain
as the sole responsibility of the investor. Investment involves risks. The price of securities may go down as well as up, and under certain circumstances
investors may sustain total loss of investment. Past performance should not be taken as an indication or guarantee of future performance. Unless
otherwise attributed, forecasts of future performance represent analysts’ estimates based on factors they consider relevant. Actual performance may
vary. Consequently, no express or implied warranty can be made regarding future performance.

Any references in this report to Mizuho Financial Group, Inc. (“MHFG”), MHSC and/or its affiliates are based only on publicly available information.
The authors of this report are prohibited from using or even obtaining any insider information. As a direct subsidiary of Mizuho Americas LLC and
indirect subsidiary of MHFG, MSUSA does not, as a matter of corporate policy, cover MHFG or MHSC for investment recommendation purposes.

MSUSA or other companies affiliated with MHFG, Mizuho Americas LLC or MHSC, together with their respective directors and officers, may have or
take positions in the securities mentioned in this report, or derivatives of such securities or other securities issued by companies mentioned in this report,
for their own account or the accounts of others, or enter into transactions contrary to any recommendations contained herein, and also may perform or
seek to perform broking and other investment or securities related services for the companies mentioned in this report as well as other parties generally.

Restrictions on Distribution
This report is not directed to, or intended for distribution to or use by, any person who is a citizen or resident of, or entity located in, any locality, territory,
state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to or restricted by law or regulation. Persons
or entities into whose possession this report comes should inform themselves about and observe such restrictions.

United States: Mizuho Securities USA LLC, a subsidiary of Mizuho Americas LLC, 320 Park Avenue, 12th Floor, New York, NY 10022, USA, contact
number +1-212-209-9300, distributes or approves the distribution of this report in the United States and takes responsibility for it. Any transaction by
a US investor resulting from the information contained in this report may be effected only through MSUSA. Interested US investors should contact
their MSUSA sales representative.

Exelon Corporation

August 5, 2019 10Mizuho Securities USA LLC241

Attachment SDR-ROR-10(c)
241 of 587

http://www.mizuhosecurities.com/us


United Kingdom/European Economic Area: This report is distributed or has been approved for issue and distribution in the UK by Mizuho
International plc (“MHI”), Mizuho House, 30 Old Bailey, London EC4M 7AU, a member of the MHSC Group. Mizuho International is authorized by
the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority and is a member of the
London Stock Exchange. For the avoidance of doubt this material is not intended for persons who are Retail Clients within the meaning of the Financial
Conduct Authority’s rules. This material may be distributed to clients in other member states of the European Economic Area.

Japan: This report is distributed in Japan by Mizuho Securities Co., Ltd. (“MHSC”), Otemachi First Square Otemachi 1-chome, Chiyoda-ku, Tokyo
100-0004, Japan. Registered Financial Instruments Firm, No. 94 (Kinsho), issued by the Director, Kanto Local Finance Bureau. MHSC is a member
of the Japan Securities Dealers Association, the Japan Securities Investment Advisers Association and the Financial Futures Association of Japan, and
the Type II Financial Instruments Firms Association.

Singapore: This report is distributed in Singapore by Mizuho Securities (Singapore) Pte. Ltd. (“MHSS”), a holder of a capital markets services license
and an exempt financial adviser regulated by the Monetary Authority of Singapore. MHSS may distribute analyses or reports produced by its affiliates
or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. This report is only intended
for distribution to “institutional investors”, “accredited investors” or “expert investors”, as defined under the Financial Advisers Regulations. Singapore
recipients of this report should contact MHSS at 12 Marina View, #10-01A Asia Square Tower 2, Singapore 018961, for any matter arising from, or
in connection with, this report.

Hong Kong: This report is distributed in Hong Kong by Mizuho Securities Asia Ltd. (‘MHSA’), 14 - 15/F, K11 Atelier, 18 Salisbury Road, Tsim
Sha Tsui, Kowloon, Hong Kong, a member of MHFG. MHSA is licensed and regulated by the Hong Kong Securities and Futures Commission. This
report has been prepared for “professional investors” as defined in the Hong Kong Securities and Futures Ordinance. This report has been prepared
in accordance with MHSA’s internal conflict of interest management policies. Details of MHSA’s organizational and administrative controls for the
prevention and avoidance of conflicts of interest are available upon request.

Australia: This report is being distributed in Australia by MHSA, which is exempted from the requirement to hold an Australian financial services
license under the Corporation Act 2001 (“CA”) in respect of the financial services provided to the recipients. MHSA is regulated by the Securities and
Futures Commission under the laws of Hong Kong, which differ from Australian laws. Distribution of this report is intended only for recipients who
are “wholesale clients” within the meaning of the CA.

If you do not wish to receive our reports in the future, please contact your sales person and request to be removed from receiving this distribution.

© Mizuho Securities USA LLC. All Rights Reserved 2019. This document may not be altered, reproduced or redistributed, or passed on to any other
party, in whole or in part, without the prior written consent of Mizuho Securities USA LLC.
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Exelon Corp.
Neutral
EXC, EXC US

Model Update
▼

Price (02 Aug 19): $44.75

Price Target (Dec-19): $49.00
Prior (Dec-19): $51.00

Utilities and Power

Christopher Turnure AC

(1-212) 622-5696

christopher.turnure@jpmorgan.com

Bloomberg JPMA TURNURE <GO>

Richard W Sunderland

(1-212) 622-2869

richard.w.sunderlandiii@jpmorgan.com

Peter Giannuzzi Jr.

(1-212) 622-4214

peter.giannuzzijr@jpmchase.com

J.P. Morgan Securities LLC

Key Changes (FYE Dec)

Prev Curr
Adj. EPS - 19E ($) 3.12 3.06
Adj. EPS - 20E ($) 3.07 3.05

Quarterly Forecasts (FYE Dec) 

Adj. EPS ($)
2018A 2019E 2020E

Q1 0.96 0.87A
Q2 0.71 0.60A
Q3 0.88 0.85
Q4 0.58 0.74
FY 3.12 3.06 3.05

Style Exposure

Sources for: Style Exposure – J.P. Morgan Quantitative and Derivatives Strategy; all other tables are company data and J.P. Morgan estimates.

See page 5 for analyst certification and important disclosures.
J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that 
the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single 
factor in making their investment decision.

Current Historical Rank

Rank 6M 1Y 3Y 5Y

Value 40 32 23 17 15

Growth 71 61 56 74 65

Momentum 32 26 68 21 33

Quality 42 37 34 41 29

Low Vol 2 2 3 16 8

ESGQ 9 10 16 6 1

Quant 

Factors

We are updating our model to account for Q2 earnings results.  Please 
see changes below.
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Price Performance

YTD 1m 3m 12m
Abs -0.8% -8.4% -10.0% 5.8%
Rel -17.8% -7.0% -10.5% 2.1%

Company Data

Shares O/S (mn) 974
52-week range ($) 51.18-41.96
Market cap ($ mn) 43,586.50
Exchange rate 1.00
Free float(%) 99.8%
3M - Avg daily vol (mn) 5.19
3M - Avg daily val ($ mn) 251.9
Volatility (90 Day) 17
Index S&P 500
BBG BUY|HOLD|SELL 12|9|0

Key Metrics (FYE Dec)

$ in millions FY18A FY19E FY20E FY21E
Financial Estimates

Revenue 36,248 35,970 36,505 36,312
Adj. EBITDA 9,290 9,082 9,168 9,149
Adj. EBIT 5,490 5,165 5,230 5,109
Adj. net income 3,026 2,984 2,978 2,867
Adj. EPS 3.12 3.06 3.05 2.93
BBG EPS 3.12 3.14 3.07 3.04
Cashflow from operations 8,644 6,716 7,545 7,487
FCFF 2,301 804 969 1,352

Margins and Growth
Revenue growth 7.6% (0.8%) 1.5% (0.5%)
EBITDA margin 25.6% 25.2% 25.1% 25.2%
EBITDA growth 3.4% (2.2%) 1.0% (0.2%)
EBIT margin 15.1% 14.4% 14.3% 14.1%
Net margin 8.3% 8.3% 8.2% 7.9%
Adj. EPS growth 19.9% (1.9%) (0.4%) (3.9%)

Ratios
Adj. tax rate 18.2% 17.4% 18.2% 17.2%
Interest cover 6.1 5.8 5.8 5.6
Net debt/Equity 1.1 1.0 1.0 1.1
Net debt/EBITDA 3.7 4.0 4.2 4.3
ROCE 6.8% 6.3% 6.1% 5.7%
ROE 10.0% 9.4% 9.0% 8.3%

Valuation
FCFF yield 5.3% 1.8% 2.2% 3.1%
Dividend yield 3.1% 3.3% 3.4% 3.6%
EV/EBITDA 7.4 7.8 7.9 8.1
Adj. P/E 14.3 14.6 14.7 15.3

Summary Investment Thesis and Valuation

Exelon is poised to benefit from ~8% rate base growth at its 
regulated utility portfolio, and we expect generally consistent 
earned ROEs to translate into strong earnings growth at the 
segment as well.

However, ExGen faces an unclear path on its continued effort 
for nuclear support legislation in IL despite what appears to be 
broad stakeholder support, and together with FERC’s effort to 
reform PJM capacity markets this creates uncertainty for long-
term cash flows.  Additionally, energy price weakness 
eliminates earnings growth through ’22 absent a rebound in 
forward markets.  We maintain our Neutral rating.

Current December 2019 price target of $49 is based on a 
SOTP valuation using our 2020 estimates. We use an average 
22.0x P/E multiple for the regulated utility and corporate 
business segments. ExGen is valued using a 6.3x open 
EV/EBITDA multiple and adjusted for hedged mark-to-
market margins. A 95% risked value of IL, NY, and NJ ZECs 
is also included in our price target. 

Performance Drivers

Sources for: Performance Drivers – Bloomberg, J.P. Morgan Quantitative and Derivatives Strategy; all other tables are company data and J.P. Morgan estimates.
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Investment Thesis, Valuation and Risks

Exelon Corp. (Neutral; Price Target: $49.00)

Investment Thesis 

Exelon is poised to benefit from ~8% rate base growth at its regulated utility 
portfolio, and we expect generally consistent earned ROEs to translate into strong 
earnings growth at the segment as well.  However, ExGen faces an unclear path on 
its continued effort for nuclear support legislation in IL despite what appears to be 
broad stakeholder support, and together with FERC’s effort to reform PJM capacity 
markets this creates uncertainty for long-term cash flows.  Additionally, energy price 
weakness eliminates earnings growth through ’22 absent a rebound in forward 
markets.  We maintain our Neutral rating.

Valuation

We lower our December 2019 price target to $49, from prior $51. Our valuation is 
based on a sum-of-the-parts analysis using our 2020 forecasts. We use an average 
22.0x P/E multiple for the regulated utility and corporate business segments. ExGen 
is valued using a 6.3x open EV/EBITDA multiple based on independent power 
producer peers and adjusted for hedged mark-to-market margins. A 95% risked value 
of IL, NY, and NJ ZECs is also included in our price target. The lower price target is 
due to reduced 2020 estimates versus prior.

Risks to Rating and Price Target

 Regulated electric and gas utilities are subject to strict federal and state regulation, 
including determinations of allowed revenues. Any change to regulations may 
cause future earnings power to differ materially from current expectations.

 A portion of the company’s earnings are derived from wholesale power sales in 
deregulated markets. Changes in the price of natural gas are highly correlated to 
the price of electricity and impact revenues accordingly. Additionally, changes in 
the price of fuel or fuel transportation such as coal or rail services may have a 
material impact on gross margin.

 The company operates a fleet of nuclear power plants, exposing it to strict 
regulatory requirements regarding the operation and maintenance of plants. 
Changes to these requirements could significantly increase costs, resulting in a 
change to our earnings expectations.
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Exelon Corp.: Summary of Financials
Income Statement - Annual FY17A FY18A FY19E FY20E FY21E Income Statement - Quarterly 1Q19A 2Q19A 3Q19E 4Q19E
Revenue 33,701 36,248 35,970 36,505 36,312 Revenue 9,529A 7,651A 9,516 9,274
COGS (13,963) (16,632) (16,955) (17,528) (17,403) COGS (4,573)A (3,108)A (4,677) (4,598)

Gross profit 19,738 19,616 19,015 18,977 18,909 Gross profit 4,956A 4,543A 4,840 4,676

SG&A (11,173) (10,847) (10,564) (10,558) (10,510) SG&A (2,690)A (2,575)A (2,667) (2,632)

Adj. EBITDA 8,987 9,290 9,082 9,168 9,149 Adj. EBITDA 2,378A 2,112A 2,360 2,232

D&A (3,576) (3,800) (3,917) (3,939) (4,040) D&A (975)A (980)A (985) (977)

Adj. EBIT 5,411 5,490 5,165 5,230 5,109 Adj. EBIT 1,403A 1,132A 1,375 1,254

Net Interest (1,502) (1,529) (1,555) (1,589) (1,648) Net Interest (388)A (395)A (385) (388)

Adj. PBT 3,909 3,961 3,610 3,641 3,462 Adj. PBT 1,015A 737A 991 867

Tax (1,441) (720) (627) (663) (594) Tax (171)A (153)A (158) (145)

Minority Interest 3 (215) 1 0 0 Minority Interest 2A (1)A 0 0
Adj. Net Income 2,471 3,026 2,984 2,978 2,867 Adj. Net Income 846A 583A 833 722

.

Reported EPS 2.60 3.12 3.06 3.05 2.93 Reported EPS 0.87A 0.60A 0.85 0.74

Adj. EPS 2.60 3.12 3.06 3.05 2.93 Adj. EPS 0.87A 0.60A 0.85 0.74

DPS 1.33 1.40 1.47 1.54 1.61 DPS 0.36A 0.36A 0.36 0.38

Payout ratio 51.0% 44.8% 47.9% 50.5% 55.1% Payout ratio 41.7%A 60.6%A 42.4% 51.4%

Shares outstanding 949 969 974 976 978 Shares outstanding 972A 974A 974 975

.

Balance Sheet & Cash Flow Statement FY17A FY18A FY19E FY20E FY21E Ratio Analysis FY17A FY18A FY19E FY20E FY21E
Cash and cash equivalents 898 1,781 0 0 0 Gross margin 58.6% 54.1% 52.9% 52.0% 52.1%

Accounts receivable 5,533 5,863 5,133 5,133 5,133 EBITDA margin 26.7% 25.6% 25.2% 25.1% 25.2%

Other current assets 5,403 5,716 5,525 5,919 6,294 EBIT margin 16.1% 15.1% 14.4% 14.3% 14.1%

Current assets 11,834 13,360 10,658 11,052 11,427 Net profit margin 7.3% 8.3% 8.3% 8.2% 7.9%

PP&E 74,202 76,707 79,693 83,629 87,089

Other non current assets 30,664 29,599 31,731 31,372 31,012 ROE 8.9% 10.0% 9.4% 9.0% 8.3%

Total assets 116,700 119,666 122,083 126,053 129,528 ROA 2.1% 2.6% 2.5% 2.4% 2.2%

ROCE 5.4% 6.8% 6.3% 6.1% 5.7%

Short term borrowings 3,017 2,063 4,835 4,835 4,835 SG&A/Sales 33.2% 29.9% 29.4% 28.9% 28.9%

Payables 3,532 3,800 3,248 3,248 3,248 Net debt/equity 1.1 1.1 1.0 1.0 1.1

Other short term liabilities 4,247 5,541 4,851 4,851 4,851

Current liabilities 10,796 11,404 12,934 12,934 12,934 P/E (x) 17.2 14.3 14.6 14.7 15.3

Long-term debt 32,565 34,465 31,601 33,333 34,822 P/BV (x) 1.4 1.4 1.3 1.3 1.2

Other long term liabilities 41,207 40,727 42,759 43,422 44,017 EV/EBITDA (x) 7.6 7.4 7.8 7.9 8.1

Total liabilities 84,568 86,596 87,294 89,689 91,773 Dividend Yield 3.0% 3.1% 3.3% 3.4% 3.6%

Shareholders' equity 29,857 30,764 32,430 34,005 35,397

Minority interests 2,275 2,306 2,359 2,359 2,359 Sales/Assets (x) 0.3 0.3 0.3 0.3 0.3

Total liabilities & equity 116,700 119,666 122,083 126,053 129,528 Interest cover (x) 6.0 6.1 5.8 5.8 5.6

BVPS 31.00 31.78 33.33 34.88 36.24 Operating leverage 88.0% 19.3% 772.1% 84.5% 435.4%

y/y Growth 10.9% 2.5% 4.9% 4.6% 3.9%

Net debt/(cash) 34,684 34,747 36,436 38,168 39,657 Revenue y/y Growth 5.6% 7.6% (0.8%) 1.5% (0.5%)

EBITDA y/y Growth 7.1% 3.4% (2.2%) 1.0% (0.2%)

Cash flow from operating activities 7,492 8,644 6,716 7,545 7,487 Tax rate 36.9% 18.2% 17.4% 18.2% 17.2%

o/w Depreciation & amortization 5,427 5,971 5,334 4,839 4,815 Adj. Net Income y/y Growth (0.6%) 22.5% (1.4%) (0.2%) (3.7%)

o/w Changes in working capital (1,795) (1,020) (1,905) (394) (375) EPS y/y Growth (2.9%) 19.9% (1.9%) (0.4%) (3.9%)

Cash flow from investing activities (7,946) (7,834) (7,084) (7,875) (7,500) DPS y/y Growth 3.6% 5.3% 5.1% 5.0% 4.7%

o/w Capital expenditure (7,584) (7,594) (7,197) (7,875) (7,500)

as % of sales 22.5% 21.0% 20.0% 21.6% 20.7%

Cash flow from financing activities 717 (219) (1,413) 330 13

o/w Dividends paid (1,236) (1,332) (1,427) (1,502) (1,576)

o/w Net debt issued/(repaid) 680 1,329 (422) 1,732 1,489

Net change in cash 263 591 (1,781) (0) 0

Adj. Free cash flow to firm 856 2,301 804 969 1,352

y/y Growth 10.4% 168.7% (65.1%) 20.6% 39.4%

Source: Company reports and J.P. Morgan estimates.

Note: $ in millions (except per-share data).Fiscal year ends Dec. o/w - out of which
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Analyst Certification: All authors named within this report are research analysts unless otherwise specified. The research analyst(s) 
denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily responsible for this report, the 
research analyst denoted by an “AC” on the cover or within the document individually certifies, with respect to each security or issuer that 
the research analyst covers in this research) that: (1) all of the views expressed in this report accurately reflect his or her personal views 
about any and all of the subject securities or issuers; and (2) no part of any of the research analyst's compensation was, is, or will be 
directly or indirectly related to the specific recommendations or views expressed by the research analyst(s) in this report. For all Korea-
based research analysts listed on the front cover, if applicable, they also certify, as per KOFIA requirements, that their analysis was made 
in good faith and that the views reflect their own opinion, without undue influence or intervention.

Important Disclosures

  Market Maker/ Liquidity Provider: J.P. Morgan is a market maker and/or liquidity provider in the financial instruments of/related to 
Exelon Corp..

  Client: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies) as clients: Exelon Corp..

  Client/Investment Banking: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies) as investment 
banking clients: Exelon Corp..

  Client/Non-Investment Banking, Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following 
entity(ies) as clients, and the services provided were non-investment-banking, securities-related: Exelon Corp..

  Client/Non-Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies) as clients, and 
the services provided were non-securities-related: Exelon Corp..

  Investment Banking (past 12 months): J.P. Morgan received in the past 12 months compensation for investment banking services 
from Exelon Corp..

  Investment Banking (next 3 months): J.P. Morgan expects to receive, or intends to seek, compensation for investment banking 
services in the next three months from Exelon Corp..

  Non-Investment Banking Compensation: J.P. Morgan has received compensation in the past 12 months for products or services 
other than investment banking from Exelon Corp..

  Debt Position: J.P. Morgan may hold a position in the debt securities of Exelon Corp., if any.

Company-Specific Disclosures: Important disclosures, including price charts and credit opinion history tables, are available for 
compendium reports and all J.P. Morgan–covered companies by visiting https://www.jpmm.com/research/disclosures, calling 1-800-477-
0406, or e-mailing research.disclosure.inquiries@jpmorgan.com with your request. J.P. Morgan’s Strategy, Technical, and Quantitative 
Research teams may screen companies not covered by J.P. Morgan. For important disclosures for these companies, please call 1-800-477-
0406 or e-mail research.disclosure.inquiries@jpmorgan.com.
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Date Rating Share Price 
($)

Price Target 
($)

15-Aug-16 OW 34.94 40.00

20-Sep-16 OW 34.16 37.00

02-Dec-16 OW 32.17 36.00

16-Dec-16 OW 35.73 39.00

18-Jan-17 OW 35.88 40.00

11-Apr-17 OW 35.81 41.00

03-May-17 OW 34.46 40.00

16-May-17 OW 34.70 39.00

18-Sep-17 OW 37.61 40.00

12-Oct-17 OW 38.46 42.00

09-Nov-17 OW 41.32 45.00

17-Jan-18 OW 38.47 42.00

20-Feb-18 OW 37.78 40.00

10-Apr-18 OW 38.59 41.00

08-May-18 OW 41.30 42.00

11-Jul-18 OW 42.17 44.00

16-Aug-18 OW 43.63 45.00

09-Oct-18 N 44.01 48.00

19-Feb-19 N 48.26 51.00

15-Apr-19 N 49.70 52.00

09-May-19 N 48.58 51.00

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire 
period. 
J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated

Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe: 
J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the 
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Neutral [Over the next six to twelve 
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Not Rated (NR): J.P. Morgan has removed the rating and, if 
applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or policy 
reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a 
recommendation or a rating. In our Asia (ex-Australia and ex-India) and U.K. small- and mid-cap equity research, each stock’s expected 
total return is compared to the expected total return of a benchmark country market index, not to those analysts’ coverage universe. If it 
does not appear in the Important Disclosures section of this report, the certifying analyst’s coverage universe can be found on J.P. 
Morgan’s research website, www.jpmorganmarkets.com. 

Coverage Universe: Turnure, Christopher: AES Corp. (AES), Algonquin Power & Utilities Corp. (AQN.TO), Allete Inc. (ALE), 
AltaGas Canada Inc (ACI.TO), AltaGas Ltd (ALA.TO), American Electric Power (AEP), Atmos Energy (ATO), Avangrid, Inc (AGR), 
Black Hills Corp. (BKH), CenterPoint Energy, Inc. (CNP), Consolidated Edison Inc. (ED), Dominion Energy Inc (D), Duke Energy Corp. 
(DUK), Edison International (EIX), Emera Inc. (EMA.TO), Entergy Corp. (ETR), Evergy Inc (EVRG), Exelon Corp. (EXC), FirstEnergy 
(FE), Fortis Inc. (FTS.TO), Hawaiian Electric Industries Inc. (HE), NextEra Energy Inc. (NEE), Nextera Energy Partners (NEP), 
NiSource Inc. (NI), PG&E Corp. (PCG), Pattern Energy (PEGI), Portland General Electric Co. (POR), Public Service Enterprise Group 
(PEG), Sempra Energy (SRE), South Jersey Industries (SJI), Southwest Gas Holdings Inc. (SWX), Spire Inc (SR), The Southern 
Company (SO), Xcel Energy (XEL)
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Exelon Corp. (EXC, EXC US) Price Chart

OW $36 OW $41 OW $45 OW $41 OW $45 N $51

OW $37 OW $40 OW $39 OW $42 OW $40 OW $44 N $52

OW $40 OW $39 OW $40 OW $40 OW $42 OW $42 N $48 N $51

Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends.

Initiated coverage May 25, 2001. All share prices are as of market close on the previous business day.
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J.P. Morgan Equity Research Ratings Distribution, as of July 06, 2019

Overweight
(buy)

Neutral
(hold)

Underweight
(sell)

J.P. Morgan Global Equity Research Coverage 45% 41% 14%
IB clients* 52% 49% 36%

JPMS Equity Research Coverage 42% 44% 14%
IB clients* 76% 65% 56%

*Percentage of subject companies within each of the "buy," "hold" and "sell" categories for which J.P. Morgan has provided investment banking services 
within the previous 12 months.
For purposes only of FINRA ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold rating 
category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table above. 
This information is current as of the end of the most recent calendar quarter.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered 
companies, please see the most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst 
or your J.P. Morgan representative, or email research.disclosure.inquiries@jpmorgan.com. For material information about the proprietary 
models used, please see the Summary of Financials in company-specific research reports and the Company Tearsheets, which are 
available to download on the company pages of our client website, http://www.jpmorganmarkets.com. This report also sets out within it 
the material underlying assumptions used.

Analysts' Compensation: The research analysts responsible for the preparation of this report receive compensation based upon various 
factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues. 

Other Disclosures 

J.P. Morgan is a marketing name for investment banking businesses of JPMorgan Chase & Co. and its subsidiaries and affiliates worldwide.

All research reports made available to clients are simultaneously available on our client website, J.P. Morgan Markets. Not all research content is 
redistributed, e-mailed or made available to third-party aggregators. For all research reports available on a particular stock, please contact your sales 
representative.

Any data discrepancies in this report could be the result of different calculations and/or adjustments.

Options and Futures related research: If the information contained herein regards options or futures related research, such information is available only 
to persons who have received the proper options or futures risk disclosure documents. Please contact your J.P. Morgan Representative or visit 
https://www.theocc.com/components/docs/riskstoc.pdf for a copy of the Option Clearing Corporation's Characteristics and Risks of Standardized Options 
or http://www.finra.org/sites/default/files/Security_Futures_Risk_Disclosure_Statement_2018.pdf for a copy of the Security Futures Risk Disclosure 
Statement. 

Private Bank Clients: Where you are receiving research as a client of the private banking businesses offered by JPMorgan Chase & Co. and its 
subsidiaries (“J.P. Morgan Private Bank”), research is provided to you by J.P. Morgan Private Bank and not by any other division of J.P. Morgan, 
including but not limited to the J.P. Morgan corporate and investment bank and its research division.

Legal entity responsible for the production of research: The legal entity identified below the name of the Reg AC research analyst who authored this 
report is the legal entity responsible for the production of this research. Where multiple Reg AC research analysts authored this report with different legal 
entities identified below their names, these legal entities are jointly responsible for the production of this research.

Legal Entities Disclosures 
U.S.: JPMS is a member of NYSE, FINRA, SIPC and the NFA. JPMorgan Chase Bank, N.A. is a member of FDIC. Canada: J.P. Morgan Securities 
Canada Inc. is a registered investment dealer, regulated by the Investment Industry Regulatory Organization of Canada and the Ontario Securities 
Commission and is the participating member on Canadian exchanges. U.K.: JPMorgan Chase N.A., London Branch, is authorised by the Prudential 
Regulation Authority and is subject to regulation by the Financial Conduct Authority and to limited regulation by the Prudential Regulation Authority. 
Details about the extent of our regulation by the Prudential Regulation Authority are available from J.P. Morgan on request. J.P. Morgan Securities plc 
(JPMS plc) is a member of the London Stock Exchange and is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct 
Authority and the Prudential Regulation Authority. Registered in England & Wales No. 2711006. Registered Office 25 Bank Street, London, E14 5JP. 
Germany: This material is distributed in Germany by J.P. Morgan Securities plc, Frankfurt Branch which is regulated by the Bundesanstalt für 
Finanzdienstleistungsaufsich and also by J.P. Morgan AG (JPM AG) which is a member of the Frankfurt stock exchange and is regulated by the Federal 
Financial Supervisory Authority (BaFin), JPM AG is a company incorporated in the Federal Republic of Germany with registered office at Taunustor 1, 
60310 Frankfurt am Main, the Federal Republic of Germany. South Africa: J.P. Morgan Equities South Africa Proprietary Limited is a member of the 
Johannesburg Securities Exchange and is regulated by the Financial Services Board. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE 
number AAJ321) is regulated by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong and/or J.P. Morgan 
Broking (Hong Kong) Limited (CE number AAB027) is regulated by the Securities and Futures Commission in Hong Kong. Korea: This material is issued 
and distributed in Korea by or through J.P. Morgan Securities (Far East) Limited, Seoul Branch, which is a member of the Korea Exchange(KRX) and is 
regulated by the Financial Services Commission (FSC) and the Financial Supervisory Service (FSS). Australia: J.P. Morgan Securities Australia Limited 
(JPMSAL) (ABN 61 003 245 234/AFS Licence No: 238066) is regulated by ASIC and is a Market, Clearing and Settlement Participant of ASX Limited 
and CHI-X. Taiwan: J.P. Morgan Securities (Taiwan) Limited is a participant of the Taiwan Stock Exchange (company-type) and regulated by the Taiwan 
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Securities and Futures Bureau. India: J.P. Morgan India Private Limited (Corporate Identity Number - U67120MH1992FTC068724), having its registered 
office at J.P. Morgan Tower, Off. C.S.T. Road, Kalina, Santacruz - East, Mumbai – 400098, is registered with Securities and Exchange Board of India 
(SEBI) as a ‘Research Analyst’ having registration number INH000001873. J.P. Morgan India Private Limited is also registered with SEBI as a member of 
the National Stock Exchange of India Limited and the Bombay Stock Exchange Limited (SEBI Registration Number – INZ000239730) and as a Merchant 
Banker (SEBI Registration Number - MB/INM000002970). Telephone: 91-22-6157 3000, Facsimile: 91-22-6157 3990 and Website: www.jpmipl.com. 
For non local research reports, this material is not distributed in India by J.P. Morgan India Private Limited. Thailand: This material is issued and 
distributed in Thailand by JPMorgan Securities (Thailand) Ltd., which is a member of the Stock Exchange of Thailand and is regulated by the Ministry of 
Finance and the Securities and Exchange Commission and its registered address is 3rd Floor, 20 North Sathorn Road, Silom, Bangrak, Bangkok 10500. 
Indonesia: PT J.P. Morgan Sekuritas Indonesia is a member of the Indonesia Stock Exchange and is regulated by the OJK a.k.a. BAPEPAM LK. 
Philippines: J.P. Morgan Securities Philippines Inc. is a Trading Participant of the Philippine Stock Exchange and a member of the Securities Clearing 
Corporation of the Philippines and the Securities Investor Protection Fund. It is regulated by the Securities and Exchange Commission. Brazil: Banco J.P. 
Morgan S.A. is regulated by the Comissao de Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Mexico: J.P. Morgan Casa de Bolsa, S.A. de 
C.V., J.P. Morgan Grupo Financiero is a member of the Mexican Stock Exchange and authorized to act as a broker dealer by the National Banking and 
Securities Exchange Commission. Singapore: This material is issued and distributed in Singapore by or through J.P. Morgan Securities Singapore Private 
Limited (JPMSS) [MCI (P) 058/04/2019 and Co. Reg. No.: 199405335R], which is a member of the Singapore Exchange Securities Trading Limited 
and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) [MCI (P) 046/09/2018], both of which are regulated by the Monetary 
Authority of Singapore. This material is issued and distributed in Singapore only to accredited investors, expert investors and institutional investors, as 
defined in Section 4A of the Securities and Futures Act, Cap. 289 (SFA). This material is not intended to be issued or distributed to any retail investors or 
any other investors that do not fall into the classes of “accredited investors,” “expert investors” or “institutional investors,” as defined under Section 4A of 
the SFA. Recipients of this document are to contact JPMSS or JPMCB Singapore in respect of any matters arising from, or in connection with, the 
document. Japan: JPMorgan Securities Japan Co., Ltd. and JPMorgan Chase Bank, N.A., Tokyo Branch are regulated by the Financial Services Agency in 
Japan. Malaysia: This material is issued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X) which is a Participating 
Organization of Bursa Malaysia Berhad and a holder of Capital Markets Services License issued by the Securities Commission in Malaysia. Pakistan: J. P. 
Morgan Pakistan Broking (Pvt.) Ltd is a member of the Karachi Stock Exchange and regulated by the Securities and Exchange Commission of Pakistan. 
Saudi Arabia: J.P. Morgan Saudi Arabia Ltd. is authorized by the Capital Market Authority of the Kingdom of Saudi Arabia (CMA) to carry out dealing 
as an agent, arranging, advising and custody, with respect to securities business under licence number 35-07079 and its registered address is at 8th Floor, 
Al-Faisaliyah Tower, King Fahad Road, P.O. Box 51907, Riyadh 11553, Kingdom of Saudi Arabia. Dubai: JPMorgan Chase Bank, N.A., Dubai Branch is 
regulated by the Dubai Financial Services Authority (DFSA) and its registered address is Dubai International Financial Centre - Building 3, Level 7, PO 
Box 506551, Dubai, UAE. Russia: CB J.P. Morgan Bank International LLC is regulated by the Central Bank of Russia. Argentina: JPMorgan Chase 
Bank Sucursal Buenos Aires is regulated by Banco Central de la República Argentina (“BCRA”- Central Bank of Argentina) and Comisión Nacional de 
Valores (“CNV”- Argentinian Securities Commission”) 

Country and Region Specific Disclosures 
U.K. and European Economic Area (EEA): Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by JPMS plc. 
Investment research issued by JPMS plc has been prepared in accordance with JPMS plc's policies for managing conflicts of interest arising as a result of 
publication and distribution of investment research. Many European regulators require a firm to establish, implement and maintain such a policy. Further 
information about J.P. Morgan's conflict of interest policy and a description of the effective internal organisations and administrative arrangements set up 
for the prevention and avoidance of conflicts of interest is set out at the following link https://www.jpmorgan.com/jpmpdf/1320742677360.pdf. This report 
has been issued in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial Services and Markets Act 2000 (Financial 
Promotion) Order 2005 (all such persons being referred to as "relevant persons"). This document must not be acted on or relied on by persons who are not 
relevant persons. Any investment or investment activity to which this document relates is only available to relevant persons and will be engaged in only 
with relevant persons. In other EEA countries, the report has been issued to persons regarded as professional investors (or equivalent) in their home 
jurisdiction. Australia: This material is issued and distributed by JPMSAL in Australia to "wholesale clients" only. This material does not take into 
account the specific investment objectives, financial situation or particular needs of the recipient. The recipient of this material must not distribute it to any 
third party or outside Australia without the prior written consent of JPMSAL. For the purposes of this paragraph the term "wholesale client" has the 
meaning given in section 761G of the Corporations Act 2001. J.P. Morgan’s research coverage universe spans listed securities across the ASX All 
Ordinaries index, securities listed on offshore markets, unlisted issuers and investment products which Research management deem to be relevant to the 
investor base from time to time. J.P. Morgan seeks to cover companies of relevance to the domestic and international investor base across all GIC sectors, 
as well as across a range of market capitalisation sizes. Germany: This material is distributed in Germany by J.P. Morgan Securities plc, Frankfurt Branch 
which is regulated by the Bundesanstalt für Finanzdienstleistungsaufsicht. Korea: This report may have been edited or contributed to from time to time by 
affiliates of J.P. Morgan Securities (Far East) Limited, Seoul Branch. Singapore: As at the date of this report, JPMSS is a designated market maker for 
certain structured warrants listed on the Singapore Exchange where the underlying securities may be the securities discussed in this report. Arising from its 
role as designated market maker for such structured warrants, JPMSS may conduct hedging activities in respect of such underlying securities and hold or 
have an interest in such underlying securities as a result. The updated list of structured warrants for which JPMSS acts as designated market maker may be 
found on the website of the Singapore Exchange Limited: http://www.sgx.com. In addition, JPMSS and/or its affiliates may also have an interest or holding 
in any of the securities discussed in this report – please see the Important Disclosures section above. For securities where the holding is 1% or greater, the 
holding may be found in the Important Disclosures section above. For all other securities mentioned in this report, JPMSS and/or its affiliates may have a 
holding of less than 1% in such securities and may trade them in ways different from those discussed in this report. Employees of JPMSS and/or its 
affiliates not involved in the preparation of this report may have investments in the securities (or derivatives of such securities) mentioned in this report and 
may trade them in ways different from those discussed in this report. Taiwan: Research relating to equity securities is issued and distributed in Taiwan by 
J.P. Morgan Securities (Taiwan) Limited, subject to the license scope and the applicable laws and the regulations in Taiwan. According to Paragraph 2, 
Article 7-1 of Operational Regulations Governing Securities Firms Recommending Trades in Securities to Customers (as amended or supplemented) 
and/or other applicable laws or regulations, please note that the recipient of this material is not permitted to engage in any activities in connection with the 
material which may give rise to conflicts of interests, unless otherwise disclosed in the “Important Disclosures” in this material. India: For private 
circulation only, not for sale. Pakistan: For private circulation only, not for sale. New Zealand: This material is issued and distributed by JPMSAL in 
New Zealand only to "wholesale clients" (as defined in the Financial Advisers Act 2008). The recipient of this material must not distribute it to any third 
party or outside New Zealand without the prior written consent of JPMSAL. Canada: This report is distributed in Canada by or on behalf of J.P.Morgan 
Securities Canada Inc. The information contained herein is not, and under no circumstances is to be construed as an offer to sell securities described herein, 
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or solicitation of an offer to buy securities described herein, in Canada or any province or territory thereof. The information contained herein is under no 
circumstances to be construed as investment advice in any province or territory of Canada and is not tailored to the needs of the recipient. Dubai: This 
report has been issued to persons regarded as professional clients as defined under the DFSA rules. Brazil: Ombudsman J.P. Morgan: 0800-7700847 / 
ouvidoria.jp.morgan@jpmorgan.com.

General: Additional information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan Chase & Co. 
or its affiliates and/or subsidiaries (collectively J.P. Morgan) do not warrant its completeness or accuracy except with respect to any disclosures relative to 
JPMS and/or its affiliates and the analyst's involvement with the issuer that is the subject of the research. All pricing is indicative as of the close of market 
for the securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this material and are subject to change
without notice. Past performance is not indicative of future results. This material is not intended as an offer or solicitation for the purchase or sale of any 
financial instrument. The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not 
intended as recommendations of particular securities, financial instruments or strategies to particular clients. The recipient of this report must make its own 
independent decisions regarding any securities or financial instruments mentioned herein. JPMS distributes in the U.S. research published by non-U.S. 
affiliates and accepts responsibility for its contents. Periodic updates may be provided on companies/industries based on company specific developments or 
announcements, market conditions or any other publicly available information. Clients should contact analysts and execute transactions through a J.P. 
Morgan subsidiary or affiliate in their home jurisdiction unless governing law permits otherwise. 

"Other Disclosures" last revised July 20, 2019. 

Copyright 2019 JPMorgan Chase & Co. All rights reserved. This report or any portion hereof may not be reprinted, sold or 
redistributed without the written consent of J.P. Morgan. #$J&098$#*P
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Ticker Price Rating
AEP 88.81 Neutral
ALE 86.55 Neutral
AWK 117.02 Neutral
CNP 29.09 Buy
DUK 87.50 Buy
ED 85.93 Neutral
ES 76.54 Neutral
EXC 44.40 Buy
NEE 210.26 Buy
PNW 91.97 Neutral
WEC 87.18 Buy

 

 Power, Utilities & Alternative Energy August 2, 2019

The Guggenheim Daily Transmission: ED, AWK, ALE,
EXC, ES, CNP, NEE, AEP, DUK, MA/Wind, WEC,
PNW

For other Guggenheim Hosted Client Utility Events including
Annual TX Power, Gas and Wires Bus Tour, ES Dinner, EEI
Meetings/Utility Dinners, NDR schedule among other events,
scroll down

ED – 2Q Miss, No Worries on 2019 – Outage or Not, Con Ed Utilities Remain a
Strong Fundamental Bond Proxy Story (LINK)

AWK: Inline 2Q Despite Tough Weather – No Surprises as Year Remains on Trackm
(LINK)

ALE – In-line 2Q as Focus Turns to ACE Construction and MN Rate Case( LINK)

EXC – Thesis Intact But Potential Catalysts Remain Muted in NT (LINK)

ES: Maintains Guidance and LT Growth Through 2023 as the Runway Ahead Is
Clear of NPT and Equity Block ( LINK)

CNP – Settlement reached in AR formula rate proceeding

ED/NEE – MVP issues response to United States Forest Service’s Requested
Amendments

AEP – Staff filed testimony in TX rate case

DUK/Piedmont Gas – Approval for 7-day extension to file rebuttal testimony in NC rate
case

MA/Offshore wind – Vineyard Wind found tax-equity partners

WEC – WPS to seek approval for ownership of second phase of Badger Hollow solar

PNW – Large stakeholder group proposes ACC adopt new energy targets

CNP – Settlement reached in AR formula rate proceeding

• CNP and intervenors including staff and the attorney general have reached a settled
agreement in the AR formula rate proceeding.

• The agreement reflects a total revenue increase of $7.3M.

• The intervenors including Staff and AG had a range of increases from $6.7M to $8.3M
in their recommendations.

• The settling parties request that the Commission issue an approval by September 11,
2019

• Docket: 17-010-FR.

Guggenheim takeaway: Based on the timeline, this seems to be a timely resolution for the
proceeding. For your awareness.

GUGGENHEIM SECURITIES, LLC Page 1See pages 13 - 14 for analyst certification and important disclosures.
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ED/NEE – MVP issues response to United States Forest Service’s Requested
Amendments

• MVP issues response to United States Forest Service’s Requested Amendments
addressing multiple previously identified issues.

• Upon approval of the additional items and, weather allowing, MVP will begin stabilization
efforts.

• In addition, Mountain Valley requests permission to cut trees on right of way that fell due
to storm activity.

• Docket: CP16-10.

Guggenheim takeaway: While the pipeline has faced complaints and calls to deny variance
requests, the developer has been steadily working through the necessary reporting and
approvals to get MVP built.

AEP – Staff filed testimony in TX rate case

• On Aug. 1, the TX PUC staff has filed testimonies in AEP’s TX rate case (Docket 49494).

• In its testimony, staff recommends an equity ratio of 40% and an ROE of 9.35% (range
of 8.46%-9.66%) vs AEP’s ask equity ratio of 45% and ask ROE of 10.5%. Staff
recommends an adjusted rate base of $4.981B vs the company’s requested rate base
of $5B.

• Regarding the company’s request for transmission cost recovery factor rider, the staff
suggests that if the commission approves the proposed rider, the ERCOT 4CP class
allocation should be updated annually to reflect the most updated data.

Guggenheim takeaway: The case is on schedule. We will continue to track the progress
on the case and note that the staff’s recommended return parameters are the starting point
for negation as the case advances. We model an earned ROE of ~8.5% on 50% equity ratio
for AEP Texas, which is consistent with the midpoint of the bid-ask between staff and the
company’s request.

DUK/Piedmont Gas – Approval for 7-day extension to file rebuttal testimony in NC
rate case

• The commission has approved Piedmont’s request for a 7-day extension to file rebuttal
testimony (deadline is moved to Aug. 9 from Aug. 2) in its NC rate case (Docket G-9
Sub 743).

Guggenheim takeaway: For your tracking of the case.

MA/ Offshore wind – Vineyard Wind found tax-equity partners

• SparkSpread reported that Vineyard Wind has found 2 tax-equity partners.

Guggenheim takeaway: Good progress on the financing front while the project is hitting a
roadblock on the permitting front. We will continue to track the progress on Vineyard Wind
as it will help inform us on the offshore wind projects that ES is pursuing with its JV partner.

WEC – WPS to seek approval for ownership of second phase of Badger Hollow solar

• WPS announced that it will seek the PSCW’s approval to purchase 100MW of the
remaining 150MW Phase 2 of the Badger Hollow solar farm.

• Project would enter service in 2021, effectively doubling the size of Badger Hollow.

• See HERE.

Guggenheim takeaway: Seems like a very logical and straightforward proposal given the
ongoing development of Phase 1. As we noted following our NDR earlier this year (see
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HERE), solar is likely to be the go-to renewable in Wisconsin for the foreseeable future, in
our view.

PNW – Large stakeholder group proposes ACC adopt new energy targets

• A large group of renewable and environmental stakeholders are requesting the ACC
implement a series of new energy targets, including: 100% clean by 2045, 50%
renewable by 2030, 10% distributed, and 35% cumulative EE.

• See HERE, Docket HERE.

Guggenheim takeaway: Interesting proposal from some heavyweight intervenors, however
it is unclear to us at this time how the ACC will ultimately proceed with all of the feedback it
has received in this docket, to say nothing of its otherwise voluminous backlog of other items.
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Dinner with Eversource Senior Management - August 12th in NYC

Equity Research  |  Corporate Access 

Dinner with Eversource Senior Management
Phil Lembo, Chief Financial Officer 

John Moreira, Senior Vice President and Treasurer

Date and Time  

Monday, August 12, 2019 

Group Dinner at 6:00PM 

Location 

Scarpetta 

88 Madison Ave 

New York, NY 

Company Information

Market Cap: $25.1bn

Eversource Energy (ES) engages in the generation, transmission, and distribution of 

natural gas and electricity. It operates through the following segments: Electric 

Distribution, Electric Transmission, Water Distribution and Natural Gas Distribution. 

The Electric Distribution segment distributes electricity to retail customers. The Electric 

Transmission segment owns and maintains transmission facilities through CL&P, 

NSTAR Electric, PSNH, and WMECO. The Water Distribution segment operates three 

separate regulated water utilities in Connecticut, Massachusetts and New Hampshire. 

The Natural Gas Distribution segment transmits and distributes natural gas to retail 

customers. The company was founded on July 1, 1966 and is headquartered in 

Springfield, MA (Source: FactSet)

Participating Guggenheim Analysts

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy
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Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour

Equity Research | Corporate Access

Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour
Please join us in the Lone Star state for two days of meetings in Dallas and Houston,

featuring C-Suite from Vistra, Sempra (Oncor), CenterPoint, NRG and Entergy. We

will be focused on several sector themes including ERCOT market dynamics, de-

regulated power markets and regulated T&D growth opportunities in and outside of

TX, with the trip conveniently timed with the all-important peak summer season and

Q3 earnings.

Dates and Locations

September 19 | Dallas
September 20 | Houston

Thursday, September 19 | Dallas

10:00 AM |Vistra Energy Corp. (VST)
David Campbell, CFO and team

1:00 PM | Sempra Energy (SRE) / Oncor
Allen Nye, CEO; Don Clevenger, CFO and other management team members

Fly to Houston and have dinner with Guggenheim Team

Friday, September 20 | Houston
8:00 AM | CenterPoint Energy, Inc. (CNP)
Xia Liu, CFO; Kenny Mercado, CIO and other team members

10:00 AM | NRG Energy Inc. (NRG)
Mauricio Gutierrez, CEO; Elizabeth Killinger, Head of Mass Retail; Robert Gaudette, Head of
Business Solutions

1:00 PM | Entergy Corporation (ETR)
Drew Marsh, CFO Entergy Corp as well as C-Suite of Entergy Texas

Participating Guggenheim Analyst

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy

Logistics

Transportation details, logistics and hotel recommendations to follow
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Guggenheim's 2019 EEI Schedule

Invite: 54th EEI Financial Conference 

Dates 
November 10-12, 2019 

Company Dinners (Hosted by Guggenheim) 

 

 

Company Meetings 
*More Utilities will be added and we will update schedule accordingly* 

 

 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 
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Guggenheim's Power & Utility Comp Sheet

Price as of Close8/1/2019 Guggenheim Consensus

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

Cap ($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AEP American Electric Power 43.9 Neutral $82 $88.81 3.1% 63% 494 4.20 4.44 4.71 4.93 21.1 20.0 18.9 18.0 4.14 4.40 4.68 4.94 21.5 20.2 19.0 18.0

ALE ALLETE 4.5 Neutral $86 $86.55 2.9% 65% 52 3.65 3.91 4.20 4.30 23.7 22.1 20.6 20.1 3.59 3.86 4.12 4.30 24.1 22.4 21.0 20.1

AVA Avista* 3.0 Neutral $43 $46.14 3.5% 80% 66 1.89 2.05 2.23 2.41 24.4 22.5 20.7 19.1 2.24 1.98 2.14 2.41 20.6 23.2 21.6 19.1

CMS CMS Energy 16.7 Neutral $59 $58.99 2.8% 61% 284 2.50 2.69 2.88 3.07 23.6 21.9 20.5 19.2 2.50 2.67 2.87 3.07 23.6 22.1 20.5 19.2

DUK Duke Energy 63.7 Buy $99 $87.50 4.5% 75% 728 5.00 5.26 5.57 5.91 17.5 16.6 15.7 14.8 4.91 5.18 5.43 5.80 17.8 16.9 16.1 15.1

ED Consolidated Edison 28.1 Neutral $89 $85.93 3.5% 66% 327 4.36 4.61 4.79 4.94 19.7 18.6 17.9 17.4 4.35 4.57 4.76 4.90 19.7 18.8 18.0 17.5

EIX Edison International* 24.1 Suspended NA $73.88 NA NA 326 NA NA NA NA NA NA NA NA 4.66 4.56 4.74 4.95 15.8 16.2 15.6 14.9

ES Eversource Energy 24.6 Neutral $76 $76.54 2.9% 60% 321 3.49 3.68 3.86 4.05 21.9 20.8 19.8 18.9 3.46 3.66 3.87 4.09 22.1 20.9 19.8 18.7

ETR Entergy 20.3 Buy $113 $106.96 3.5% 67% 199 5.30 5.63 5.97 6.34 20.2 19.0 17.9 16.9 5.28 5.54 5.83 6.26 20.3 19.3 18.3 17.1

EVRG Evergy 14.8 Buy $65 $60.57 3.5% 67% 244 2.93 3.14 3.32 3.52 20.7 19.3 18.2 17.2 2.88 3.15 3.31 3.52 21.1 19.2 18.3 17.2

FE FirstEnergy 23.6 Buy $49 $44.38 3.5% 63% 532 2.46 2.51 2.66 2.81 18.0 17.7 16.7 15.8 2.48 2.49 2.64 2.78 17.9 17.8 16.8 16.0

LNT Alliant Energy 11.8 Neutral $44 $49.98 3.0% 64% 236 2.26 2.37 2.50 2.69 22.1 21.1 20.0 18.6 2.25 2.43 2.54 2.66 22.2 20.6 19.7 18.8

PCG PG&E Corporation* 9.6 Suspended NA $18.05 0.0% 0% 529 NA NA NA NA NA NA NA NA 3.81 4.04 3.98 3.65 4.7 4.5 4.5 4.9

PNW Pinnacle West 10.3 Neutral $104 $91.97 3.4% 63% 112 4.84 5.04 5.28 5.63 19.0 18.2 17.4 16.3 4.82 5.06 5.32 5.62 19.1 18.2 17.3 16.4

POR Portland General Electric 5.0 Neutral $50 $55.40 2.9% 63% 89 2.45 2.54 2.68 2.75 22.6 21.8 20.7 20.1 2.45 2.55 2.70 2.76 22.6 21.7 20.6 20.1

PPL PPL Corporation 21.5 Neutral $34 $29.72 5.6% 66% 722 2.44 2.51 2.50 2.66 12.2 11.8 11.9 11.2 2.43 2.53 2.54 2.66 12.2 11.7 11.7 11.2

SO Southern Company 59.6 Neutral $56 $56.98 4.5% 81% 1045 3.05 3.15 3.31 3.46 18.7 18.1 17.2 16.5 3.03 3.16 3.28 3.49 18.8 18.1 17.4 16.3

WEC WEC Energy 27.5 Buy $81 $87.18 2.9% 67% 315 3.52 3.73 3.98 4.26 24.8 23.4 21.9 20.5 3.51 3.73 3.97 4.25 24.8 23.4 22.0 20.5

*Average (Excl. PPL for P/E) 3.4% 67% 21.2 20.1 18.9 18.0 21.1 20.2 19.1 18.0

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NI NiSource 11.2 Buy $31 $30.04 2.7% 61% 373 1.32 1.37 1.47 1.58 22.8 21.9 20.4 19.0 1.31 1.39 1.48 1.59 23.0 21.7 20.3 19.0

NJR New Jersey Resources 4.5 Neutral $45 $50.14 2.4% 60% 89 1.99 2.19 2.36 2.54 25.2 22.9 21.2 19.7 2.00 2.19 2.40 2.54 25.1 22.9 20.9 19.7

NWN NW Natural Gas 2.2 Sell $56 $71.91 2.6% 79% 30 2.40 2.50 2.62 2.67 30.0 28.8 27.4 26.9 2.38 2.52 2.64 2.67 30.2 28.6 27.3 26.9

SJI South Jersey Industries 3.1 Buy $35 $33.82 3.5% 104% 92 1.12 1.60 1.74 1.90 30.2 21.1 19.4 17.8 1.11 1.60 1.74 1.90 30.5 21.2 19.5 17.8

SR Spire 4.2 Neutral $87 $82.16 2.8% 63% 51 3.78 4.01 4.17 4.45 21.7 20.5 19.7 18.5 3.75 3.90 4.10 4.45 21.9 21.1 20.1 18.5

Average 2.8% 73% 26.0 23.0 21.7 20.4 26.1 23.1 21.6 20.4

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

EXC Exelon 43.1 Buy $53 $44.40 3.2% 45% 971 3.16 3.05 3.02 3.08 14.1 14.6 14.7 14.4 3.13 3.08 3.02 3.27 14.2 14.4 14.7 13.6

PEG PSEG 28.9 Buy $64 $57.18 3.3% 59% 506 3.23 3.50 3.55 3.72 17.7 16.3 16.1 15.4 3.24 3.44 3.50 3.82 17.6 16.6 16.3 15.0

Average 3.3% 52% 15.9 15.4 15.4 14.9 15.9 15.5 15.5 14.3

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA Adjusted EBITDA EV / EBITDA

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NRG NRG Energy 9.2 Buy $51 $34.32 0.3% 0% 267 1,975 1,890 1,843 1,799 7.1 7.1 7.0 7.2 1,950 1,890 1,819 1,799 7.2 7.4 7.8 NA

VST Vistra Energy 10.4 Buy $39 $21.55 2.3% 0% 483 3,367 3,315 3,379 3,481 6.4 6.3 6.1 5.6 3,343 3,258 3,007 3,481 6.0 5.7 5.9 NA

Average 6.7 6.7 6.5 6.4 6.6 6.6 6.8 NA

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CNP CenterPoint 14.6 Buy $34 $29.09 4.0% 68% 502 1.70 1.84 1.96 2.07 17.1 15.8 14.8 14.1 1.65 1.81 1.93 2.04 17.7 16.1 15.1 14.3

D Dominion 60.9 Buy $86 $75.91 4.8% 87% 802 4.24 4.44 4.68 4.92 17.9 17.1 16.2 15.4 4.19 4.41 4.66 4.89 18.1 17.2 16.3 15.5

DTE DTE Energy 23.6 Buy $140 $129.05 2.9% 60% 183 6.25 6.67 7.18 7.59 20.6 19.3 18.0 17.0 6.25 6.57 7.06 7.49 20.7 19.6 18.3 17.2

NEE NextEra 100.7 Buy $230 $210.26 2.3% 57% 479 8.55 9.26 9.99 10.65 24.6 22.7 21.0 19.7 8.39 9.07 9.82 10.52 25.1 23.2 21.4 20.0

OGE OGE Energy 8.6 Neutral $41 $43.16 3.5% 70% 200 2.14 2.30 2.41 2.51 20.2 18.8 17.9 17.2 2.14 2.30 2.41 2.52 20.2 18.8 17.9 17.2

SRE Sempra Energy 37.2 Buy $158 $135.68 2.9% 64% 274 6.08 7.21 7.65 7.92 22.3 18.8 17.7 17.1 6.03 6.99 7.77 7.82 22.5 19.4 17.5 17.4

Average 3.3% 68% 20.5 18.8 17.6 16.8 20.7 19.1 17.7 16.9

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AWK American Water Works 21.1 Neutral $105 $117.02 1.7% 54% 181 3.61 3.96 4.27 4.60 32.4 29.6 27.4 25.4 3.59 3.90 4.23 4.75 32.6 30.0 27.6 24.7

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA Adjusted EBITDA EV / EBITDA

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CWEN Clearway Energy 3.9 Suspended NA $18.06 NA NA 183 NA NA NA NA NA NA NA NA 986 1,063 1,086 NA 9.2 8.6 7.8 -

NEP NextEra Energy Partners 2.7 Buy $56 $48.46 4.2% NA 56 1,276 1,383 1,532 1,660 9.0 8.7 8.6 0.0 1,201 1,361 1,585 1,647 9.6 8.9 8.3 8.0

(1)  Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3)  Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5)  Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).
Source:  Bloomberg, Guggenheim Securities, LLC estimates.

Rating

Regulated Electric Utilities (1) Rating

Integrated Utilities (3) Rating

Rating
Independent Power Producers 

(IPPs) (4)

Regulated Gas Utilities (2) Rating

Other Rating

Multi-Industry Utilities (5) Rating
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Share Price Performance (Year-to-Date)

Note: We are currently restricted on EIX and PCG
(1)  Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3)  Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5)  Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).

Source:  Bloomberg, Guggenheim Securities, LLC estimates.

-17% -15% -13% -11% -9% -7% -5% -3% -1% 1% 3% 5% 7% 9% 11% 13% 15% 17% 19% 21% 23% 25% 27% 29% 31%

SO (30%)

AWK (29%)

WEC (26%)

SRE (25%)

ETR (24%)

SJI (22%)

NEE (21%)

POR (21%)

NWN (19%)

AEP (19%)

CMS (19%)

NI (19%)

LNT (18%)

FE (18%)

S&P500 (18%)

ES (18%)

DTE (17%)

UTY (14%)

ALE (14%)

NEP (13%)

ED (12%)

SR (11%)

OGE (10%)

PEG (10%)

NJR (10%)

AVA (9%)

PNW (8%)

EVRG (7%)

D (6%)

PPL (5%)

CNP (3%)

DUK (1%)

EXC (-2%)

VST (-6%)

NRG (-13%)

Year-to-Date Share Price Performance

Regulated

Gas Utilities

Integrated Utilities

IPPs

Multi-Industry

Other

Indices

GUGGENHEIM SECURITIES, LLC Page 8See pages 13 - 14 for analyst certification and important disclosures.

POWER, UTILITIES & ALTERNATIVE ENERGY

August 2, 2019

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:29 PM. 259

Attachment SDR-ROR-10(c)
259 of 587



Guggenheim 2019 Non Deal Roadshow Schedule

MORE TO BE ADDED… 

 

 

 

Ticker Dates Regions  Ticker Dates Regions  

Commissioner 
Roundtable 

1/23 NYC CWEN 6/13-6/14 Midwest  

FE 1/22-1/23 Boston/NYC SJI 6/19 NYC/NJ/CT  

D 2/25-2/26 Boston/NYC PEG 6/24-6/26 Midwest  

WEC 2/28-3/1 West Coast AWK 7/9-7/10 Midwest  

EXC 3/7-3/8 Dallas/Houston SRE 7/17-7/18 West Coast  

PNW 3/11-3/13 Midwest ES (Dinner) 8/12 NYC  

ALE 4/2-4/4 West Coast SJI 8/14 Boston  

DTE 4/5 Boston EVRG 8/20-8/21 Midwest  

ED 4/24 NYC  SJI 9/4 NYC  

POR 4/29-4/30 West Coast  ETR 9/12-9/13 TBD  

VST 5/8-5/9 West Coast 
 Texas Trip 

(CNP, ETR, NRG, 

SRE, VST) 
9/19-9/20 Dallas/Houston 

 

PPL 5/22-5/23 NYC  ED 9/27 Boston  

DTE 5/29-5/30 NYC  NEE 10/3-10/4 Midwest  

LNT 6/4 Boston  CMS 11/21-11/22 Texas  

DUK 6/6-6/7 Midwest      

GUGGENHEIM SECURITIES, LLC Page 9See pages 13 - 14 for analyst certification and important disclosures.

POWER, UTILITIES & ALTERNATIVE ENERGY

August 2, 2019

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:29 PM. 260

Attachment SDR-ROR-10(c)
260 of 587



Key Events Calendar - August 2019

Power and Utilities: Coverage Calendar

Date Ticker Event / Proceeding Utility State Docket Description

8/1/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494 Objection to Intervenors' Direct Testimony - Staff Filing 

8/1/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494 Commission Staff Direct Testimony

8/1/2019 CMS Natural Gas Rate Case Consumers Energy Co. MI C-U-20322 PFD

8/1/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001 OCA & Intervenor Direct Testimony

8/1/2019 CMS Gas Rate Case Consumers Energy Co. MI C-U-20322 ALJ proposed decision expected in gas rate case

8/1/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 OCA & Intervenor Direct Testimony 

8/2/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6 OUCC and intervenors file their respective cases-in-chief

8/2/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR Response of Non-participating Parties to Settlement

8/2/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Response of Non-participating Parties 

8/5/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Settlement conference 

8/6/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Settlement conference 

8/7/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366   Avista files Reply Testimony. 

8/7/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Hearing 

8/7/2019 SO Natural Gas Rate Case Virginia Natural Gas Inc. VA C-PUR-2019-00095  Staff Report 

8/8/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Response to Objections to Intervenors' Direct Testimony 

8/8/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Deadline for Discovery on Staff's and Intervenors' Direct 

Testimony 8/8/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Hearing 

8/8/2019 SO Natural Gas Rate Case Northern Illinois Gas Co. IL D-18-1775  Exceptions to Proposed Order 

8/8/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  Hearing 

8/8/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Hearing (at least 50 days before rates)  

8/9/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Objections to Staff's Direct Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  AEP Texas Rebuttal Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Intervenor/Staff Cross-Rebuttal Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Responses to Objections to Staff's Direct Testimony 

8/13/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Final Date of First Round of Rolling Data Requests  

8/13/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Staff and Intervenor rebuttal testimony 

8/13/2019 EXC Electric Rate Case Pepco MD MD D-9602   Final order due 

8/14/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Deadline to Request a Prehearing Conference 

8/14/2019 SO Natural Gas Rate Case Virginia Natural Gas Inc. VA C-PUR-2019-00095  Response 

8/14/2019 NWN Natural Gas Rate Case Northwest Natural Gas Co. WA D-UG-181055  CancelledSettlement and Evidentiary Hearing(previously, 

Evidentiary Hearing) 8/15/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6  Duke Energy Indiana will file its rebuttal 

8/15/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  OCA & Intervenor Rebuttal to Each Other 

8/15/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Direct Testimony 

8/15/2019 SO Natural Gas Rate Case Northern Illinois Gas Co. IL D-18-1775  Replies to Exceptions 

8/15/2019 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002  OCA & Intervenor Direct Testimony  

8/16/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Objections to Rebuttal / Cross-Rebuttal Testimony; Deadline 

for Discovery on Rebuttal / Cross-Rebuttal Testimony; 8/16/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Staff/OPC/Intervenortestimony due 

8/19/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Prehearing conference (if requested) 

8/19/2019 DUK Natural Gas Rate Case Piedmont Natural Gas Co. NC G-9, Sub 743  Hearing 

8/19/2019 ED Electric Rate Case Consolidated Edison Co. of NY NY C-19-E-0065  Start of Evidentiary Hearings 

8/19/2019 ED Electric Rate Case Consolidated Edison Co. of NY NY C-19-E-0066  Start of Evidentiary Hearings 

8/20/2019 AEP Electric Rate Case Southwestern Electric Power Co AR D-19-008-U  Rebuttal Testimony (Company) 

8/20/2019 AEP Electric Rate Case Indiana Michigan Power Co. IN Ca-45235  OUCC & Intervenor Cases-in-Chief 

8/20/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/20/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366  Settlement Conference; hosted by Staff. 

8/21/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/21/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Staff and Intervenor Testimony 

8/22/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/22/2019 ETR Natural Gas Rate Case System Energy Resources LA EL18-142-001  Rebuttal   testimony   on   ROE   by   Complainants   and   

Supporting Intervenors 8/22/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Initial Post Hearing Briefs 

8/22/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Rebuttal to Each Other 

8/22/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Company surrebuttal testimony  

8/22/2019 PJM Markets and Reliability Comitee0    -    -                                                                                               -  

8/22/2019 DTE IRP DTE Electric MI U-20471  Rebuttal Testimony      

8/23/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/23/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Natural Gas Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Gas)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Electric Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Elec)  Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Natural Gas Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Gas)  Offered Evidence Direct : Intervenor and Commission Staff 

8/26/2019 DTE IRP DTE Electric MI U-20471  Motions to Strike  

8/26/2019 DTE IRP DTE Electric MI U-20471  Cost Estimate Update   

8/27/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Responses on First Round  

8/30/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6  Evidentiary hearing 

8/30/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  IPL Reply Testimony to OCA and Intervenors 

8/30/2019 DTE IRP DTE Electric MI U-20471  Responses to Motions  

8/30/2019 DTE IRP DTE Electric MI U-20471  Responses to Cost Update      

8/30/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001  IPL Reply Testimony  
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Key Research

Guggenheim's Forward Commodity Curves

• Forward Commodity Curves for Power & Utility Modeling

Key Industry Research
1. PJM: Not So Fast - FERC Puts the Brakes on August Auction

2. Utility and IPP 2Q19 Model Sweep

3. ERCOT: Guggenheim Texas Power Market Luncheon Recap
4. Illinois Policy: In the Land of Lincoln, Uncertainty Reigns
5. Policy Speaker Series Recap on Energy and Capacity: Perpetual State of Reforms Same as It Ever Was
6. Open Dialogue with MO, WA Commissioners - Walking Away Incrementally Positive on Both Jurisdictions
7. Major Change at CPUC Cometh? Follow Up on Potential CPUC Movements, Governor's Chance to Reset CPUC Agenda
8. 2019 Utility Outlook: We Didn’t Hear A Bell… “Nothing's Over 'Til It's Over;” One More Round for Utilities
9. California Wildfire Wrap – You Can Check Out, but You Can Never Leave
10. Guggenheim's 2018 EEI Summary
11. Guggenheim EEI Takeaways - Day 3
12. Guggenheim EEI Takeaways - Day 2
13. Guggenheim EEI Takeaways - Day 1
14. Guggenheim EEI - Investor Question Bank
15. PJM: No Country for Common Ground; Reply Briefs Land at FERC
16. PJM: You May Ask Yourself, Well How Did I Get Here? Back to the Commission for the Main Show
17. Coal/Nuclear: Will Politics “Trump” Reality
18. CA Policy Crash Course: Don’t Hold Your Breath For a Wildfire Resolution….
19. February Meter Reading - Yield “Almost” Catching Up with Utility Valuations; Lowering Our PTs and Looking Beyond Bond

Surrogates
20. PJM Capacity Auction: Introducing Prelim-2021/22 Pricing Forecasts – Well…It’s Not Getting Much Worse, Projected Pricing Mixed
21. Guggenheim-Hosted Power Brunch with State Utility Commissioners
22. Checking for a “Pulse” - Regulated Utility Valuations Losing Altitude, Now Fairly Valued vs. Bond Yields, and Showing Subsector

Variance
23. 2018 Outlook: An Absolute Shop Thinking in Relative Terms
24. Yo, Adrian! DOE Gets Knocked Down, But Power Market Reform Not Out – One More Round

Key Company Research
1. SRE NDR: Step Up Growth Investors; Utility-Like Risk With Outsized Returns - How Do We Get There?
2. AWK NDR: No Water Shortages Here; Growth Not Drying Up Anytime Soon
3. NJR: Upgrade to NEUTRAL (from SELL) as Laggard Performance Balances OK with Fundamental Outlook
4. PEG NDR: NJ Clean Energy Agenda and Dipping the Toes in the Jersey Shore
5. SJI NDR: Tale from the Road - In the Market for a Value Play w/Solid Growth Prospects? … Look No Further
6. PPL - A Quandary Unlike Any Other
7. NEE/NEP: High End Is the New Low End, When You Think the Runway Ends, “They’re Just Getting Started”; Raising PT
8. SJI: Revising to BUY - Back In Jersey’s Hands & Steering The Ship Into Calmer (Mostly Regulated) Waters
9. LNT: For a Good Night’s Sleep, Take Alliant
10. NRG: More Down‘Stream’ Retail Expansion
11. VST NDR - What’s with All the Fuss… We Would Be Aggressive Buyers Here
12. ED NDR: Ripe in the Big Apple… - Solid Utility? Yes… But Undervalued? That’s Debatable
13. D: Guggenheim Policy Speaker, Atlantic Coast Pipeline Discussion | The Project Will Be Built
14. ALE NDR: TA-CO-NITE! Winds of Change Are Blowing in the Right Direction…
15. DTE – On the Road with Mgmt. – 80/20 Rule Need Not Apply; Solid Strategy, Supported by Good People
16. CMS – MPSC Telegraphing Constructive Regulatory Signals in CMS Gas Rate Case – Solid Footing
17. SRE: Simplicity is the Ultimate Sophistication…
18. VST: Another Day, Another Illinois Policy Proposal
19. D: Msg Delivered on Time/on Budget; Inline Analyst Day Cements Solid Base to Work Off Of--Execution/Patience is Key
20. VST: Clearing the Air in Illinois: MPS Resolution Draws Closer
21. PNW NDR: It's Just Another Political Cycle – Agendas More Aligned: Relationships Will Be Re-“Stored”
22. D: Guggenheim Policy Speaker, Millstone Discussion | Connecticut Un-Quarked: They Will Likely Get It Done, We Are Holding

Our Breath
23. EXC NDR: State Rescue Cometh - Deeper Dive
24. WEC NDR: Putting the WEC in WECC; Western NDR Highlights a Premium Utility with Valuation Concerns on Back Burner
25. D: NDR – Coming Out Party Well Received - March Madness Continues
26. PEG 4Q Preview and Mini Drill-Down - Looking Good from All Angles
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27. VST: Bulking Up the Integrated Model with Some Eastern Retail: VST Acquires Crius Energy
28. FE NDR: Time Is the Furthest Distance Between Two Points…
29. POR: Bringing Portland to the Heartland: Capex, Policy, and RFPs Dominate Our NDR
30. D/SCG: Global Settlement Reached; Upgrading SCG to BUY On Improved Merger Outlook
31. SRE: Another Day, Another Dollar: Buying Low; Selling High
32. NRG: The Texas Two Step - Front Seat for a Sizable Buyback Show? Past the Debut; We’re Now Here for the Climax
33. NEE – Mgmt. Roadshow: Rising Interest Rates? No Problem. Raising Valuation? Why Not…
34. Michigan Bus Tour: Motoring from Jackson to Detroit in Style
35. NYLD Mgmt. Call – Conservative Growth Guidance, Managing Expectations; Should Over-Deliver - Visibility Will Be Key
36. “Summer Nights” Means New Summer Flings – Tell Me About It; Upgrading, Downgrading and Making an M&A Call
37. SR Mgmt. Roadshow – Pathway for LT Growth Now More Visible; M&A? No Longer in Acquisition Mode
38. DUK Mgmt. Roadshow – Growth Concerns? Nothing to See Here, But Some Value Left on the Sidelines
39. CMS Mgmt. Roadshow – Consistent Showing: Another Day, Another Dollar; A Key Name We Are Watching
40. SRE – Follow-up Mgmt. Meeting - Crystal Clear Upside and “Active” Optimization Plan…Eventually: the Re-rating Will Come
41. SRE – Analyst Day - It’s the Simple Things in Life: One Way or Another, Actively Seeing a Re-Rating Story
42. PEG - Mgmt. NDR: Jersey Strong through the Midwest
43. D/SCG – Testing Dominion’s Patience? May Stick This Out…For Now... but Policy-Makers Playing a Dangerous Game
44. LNT - Mgmt. Roadshow: In Messy Times Everyone Appreciates a “Clean Story”….
45. ETR – No Introduction Needed: Analyst Day Highlights Above Avg., Undervalued, Regulated Growth Story w/ Upside
46. SRE – “Active” Analyst Day Preview: Keys to Unlocking Value Within Reach?
47. OGE/AEP – Okie Dokie in Oklahoma? Depends Which Way the Wind Blows
48. EVRG – Click, Click, There’s No Place Like Home: Top-tier Growth w/ Buybacks & Solid Risk-Adjusted Upside vs Peers
49. VST - Inline Analyst Day Comes with Buybacks, NT Deleveraging - Remains a Step Function, Catalyst Driven Story
50. NJR – Management Roadshow: Growth Concerns? Nothing to See Here; M&A? Hmm…
51. PEG Analyst Day: Solid Analyst Day Left No Surprises – Steady As She Goes with Upside Generally Within Expectations
52. NEE / SO: Great Minds Think Alike – This Deal Makes a Lot of Sense For Everyone, with Room for More
53. FE – “Can’t Always Get What You Want, Get What You Need”: Above Avg. Growth, Deep Discount Generating Vast Interest
54. D – Southern Charming on Madison Avenue…Any Bargain Shoppers?
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 209 54.29% 33 15.79%

NEUTRAL 167 43.38% 7 4.19%

SELL 9 2.34% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers
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on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.
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We remain Buy rated on EXC following 2Q2019 and view recent 

underperformance as overdone. Using a sum-of-the parts based on market 
prices/multiples (Exhibit7) implies an attractive valuation – as EXC’s regulated 
business comprises much of the value, assuming the current market regulated utility 
valuation of 18.5x on 2021 earnings, with the share price today implying little value, 
just $5/sh, to the non regulated merchant power business (ExGen). In contrast, we 
see $14/sh of value in this segment in our SOTP valuation (Exhibit 8), and believe the 
current share price implies a 30%+ FCF yield for ExGen backing out the value of the 
core regulated segment. Alternatively, the market may imply an appropriate value for 
ExGen, but that would meaningfully undervalue the core regulated business. Few 
catalysts exist and we recognize modest EPS/EBITDA downside exists – but we see 
this as an undervalued stock in a group that trades near peak multiples – despite 
lowering our target price slightly in this note.   

Following 2Q2019 earnings we update our 2019-2021 EPS estimates for EXC 

from $3.17/$3.25/$3.30 to $3.16/$3.16/$3.19. Our updated estimates reflect: (1) 
2Q2019 actuals, (2) updated hedging information, (3) revised rate case assumptions, 
(4) truing up ComEd for changes to UST 30-year forwards, and (5) updated financing 
assumptions. 

While we lower 2020/2021 ExGen estimates – partially reflecting revised 

generation/hedging guidance – we do not use forward prices which generally 
remain below our outlooks in 2020/2021. We view the recent decline in forwards as 
overdone given: (1) we expect Henry Hub prices recover to $2.75/MMbtu vs 
2020/2021 forwards at $2.48/$2.55; (2) we expect few new builds in PJM in the next 
two years; and (3) we note EXC believes weak spot pricing due to mild weather this 
summer is impacting forwards or futures pricing in key hubs like PJM West or PJM 
NiHub.  That said, using forward power prices implies (9.5%) downside to our 2021E 
ExGen EBITDA and (6%) downside to total company EPS. 

EXC’s recent underperformance (down (8%) vs the XLU in the last month) 

offers a more attractive entry point – particularly as the market implies just 
~$5/share of value at ExGen. We now see 27% total return to our target vs 
Diversified Utility peers at just 8% and our broader utilities coverage at 6%. 

Michael Lapides 
+1(212)357-6307 | 
michael.lapides@gs.com 
Goldman Sachs & Co. LLC 

Insoo Kim, CFA 
+1(212)902-0459 | insoo.kim@gs.com 
Goldman Sachs & Co. LLC 

David Fishman, CFA 
+1(917)343-9030 | 
david.fishman@gs.com 
Goldman Sachs & Co. LLC 

Jack Pearl 
+1(212)357-4977 | jack.pearl@gs.com 
Goldman Sachs & Co. LLC 

Chitra Narayan Mahale 
+1(212)934-9391 | 
chitra.mahale@gs.com 
Goldman Sachs India SPL

Exelon Corp. (EXC): Strong regulated growth and overdone 
underperformance create attractive opportunity, remain Buy

2 August 2019 | 4:18AM EDT

 

Goldman Sachs does and seeks to do business with companies covered in its research reports. As a result, 
investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this 
report. Investors should consider this report as only a single factor in making their investment decision. For Reg AC 
certification and other important disclosures, see the Disclosure Appendix, or go to 
www.gs.com/research/hedge.html. Analysts employed by non-US affiliates are not registered/qualified as research 
analysts with FINRA in the U.S. 
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We remain Buy rated with a $55 (from $57 prior), 12-month target price, derived using a 
sum-of-the-parts. Key risks for EXC include power prices, regulation, cost management, 
and nuclear subsidies. 

EXC in charts 
  

 

 

 

Exhibit 1: We decrease estimates following 2Q2019... 
EPS new vs old vs consensus 

 

Exhibit 2: ...largely on declining earnings power at ExGen... 
EPS by segment 

EPS Estimates % Difference

GS- New GS- Old Cons. vs. Old vs. Cons.

2019E $3.16 $3.17 $3.13 (0%) 1%

2020E $3.16 $3.25 $3.08 (3%) 2%

2021E $3.19 $3.30 $3.02 (3%) 6%

$0.72   $0.76   $0.82   

$0.52   $0.47   $0.50   
$0.38   $0.37   $0.41   
$0.53   $0.55   $0.57   
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Source: Goldman Sachs Global Investment Research, FactSet

  

Source: Goldman Sachs Global Investment Research

 

Exhibit 3: ...as we continue to see a strong regulated earnings 
trajectory driven by rate base growth... 
Rate base ($bn) 

 

Exhibit 4: ...and FCF from ExGen helps fund the regulated business’ 
capital spending needs 
Cash from operations, cash from investing, and free cash flow ($mn) 
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Exhibit 5: We note the forward curve implies power prices decline 
meaningfully through 2021... 
Annual around the clock power prices ($/MWh) 

 

Exhibit 6: ...but we remain above the forward curves in 2020/2021 
Annual ATC power prices ($/MWh), GS vs Bloomberg forwards 
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Source: Goldman Sachs Global Investment Research, SNL Financial, Bloomberg

  

Source: Goldman Sachs Global Investment Research, Bloomberg

 

Exhibit 7: Applying a utility group multiple (on consensus estimates) 
to utilities + parent earnings implies ExGen trades well below our 
$14 target and at a substantial discount to IPP peers... 
ExGen implied market value and FCF yield 

Utilities & parent 2021E EPS $2.13
Utilities 2021 P/E multiple 18.5x
Implied equity value/share $39
Share count (mn) 972
Implied equity value ($mn) $38,348

ExGen Equity Value
EXC market cap ($mn) $43,157
Less utilities & parent implied equity value ($mn) ($38,348)
ExGen implied equity value ($mn) $4,808
ExGen implied equity value/share $5

ExGen FCF Yield vs IPP Peers
ExGen 2021 FCF ($mn) $1,623
ExGen implied 2021 FCF yield 34%
IPP average 2021 FCF yield 18%

ExGen Implied Valuation
Utilities & Parent Equity Value

  

Source: Goldman Sachs Global Investment Research, FactSet
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Source: Company data, Goldman Sachs Research estimates, FactSet. Price as of 1 Aug 2019 close.

 

Exhibit 8: ...as we highlight $14/share of value for ExGen in our SOTP valuation 
EXC SOTP 

EXC
Regulated Utilities

Regulated Utilities 20201 EPS $2.31
Target P/E multiple 19.0x

Regulated Utility Equity Value per Share $44
Exelon Generation
Exelon Generation’s Interest in 2021 Open EBITDA ($mm) $2,400

Target EV/EBITDA multiple 7.00x
Exelon Generation Enterprise Value ($mm) $16,800

Exelon Generation Enterprise Value Adjustments & Net Debt ($2,792)
Exelon Generation Equity Value ($mm) $14,008

2021YE Diluted Share Count 975
Exelon Generation Equity Value per Share $14
Holding Company

Exelon Holding Company 2021 EPS ($0.17)
Target P/E multiple 19.0x

Exelon Holding Company Equity Value per Share ($3)
Total Value per Share $55

  

Source: Goldman Sachs Global Investment Research

 

Exhibit 9: We see 27% total return to our target, well above Diversified Utility peers at 8% and among the highest in our coverage 
Diversified Utilities comparable analysis 

Diversified Utilities Comparable Analysis
Close 12-Mo Tot Ret EPS P/E Dividend Dividend

Ticker Rating 08/01/19 Px. Tgt to Target 2018A 2019E 2020E 2021E 2019E 2020E 2021E Yield CAGR 2018A-21E
Diversified Utilities
Avangrid, Inc. AGR Neutral $51.02 $50 2% $2.21 $2.21 $2.50 $2.71 23.1x 20.4x 18.8x 3.5% 5.5%
CenterPoint Energy CNP Buy * $29.09 $36 28% $1.60 $1.63 $1.81 $1.95 17.9x 16.1x 14.9x 4.0% 3.8%
Dominion Energy D Neutral $75.91 $76 5% $4.05 $4.16 $4.38 $4.61 18.3x 17.3x 16.5x 4.8% 4.9%
DTE Energy DTE Buy $129.05 $136 8% $6.30 $6.27 $6.64 $7.09 20.6x 19.4x 18.2x 3.0% 7.0%
Entergy ETR Buy $106.96 $110 6% $7.00 $5.96 $6.10 $6.10 18.0x 17.5x 17.5x 3.4% 3.4%
Exelon EXC Buy $44.40 $55 27% $3.12 $3.16 $3.16 $3.19 14.1x 14.1x 13.9x 3.3% 5.0%
NextEra Energy NEE Buy $210.26 $221 7% $7.70 $8.44 $9.04 $9.89 24.9x 23.3x 21.3x 2.4% 11.6%
OGE Energy Corp OGE Sell $43.16 $40 (4%) $2.12 $2.18 $2.28 $2.39 19.8x 19.0x 18.0x 3.6% 8.6%
Public Service Enterprise Group PEG Neutral $57.18 $62 12% $3.12 $3.32 $3.55 $3.56 17.2x 16.1x 16.0x 3.3% 4.9%
Sempra Energy SRE Buy * $135.68 $159 20% $5.57 $6.37 $7.82 $9.15 21.3x 17.4x 14.8x 2.9% 8.7%
Diversified Utilities Mean 11% 19.5x 18.0x 17.0x 3.4% 6.3%
Diversified Utilities Median 8% 19.0x 17.4x 17.0x 3.3% 5.2%
*Denotes  on Americas Conviction List

  

Source: Goldman Sachs Global Investment Research, FactSet

EXC 12m	Price	Target:	$55.00 Price:	$44.40 Upside:	23.9%

 

Buy  
 

GS Forecast
 

Market	cap:	$43.2bn

Enterprise	value:	$81.7bn

3m	ADTV:	$251.5mn

United	States

America-Diversified	Utilities

M&A	Rank:	3

 

12/18 12/19E 12/20E 12/21E

Revenue	($	mn)	New 35,986.0 30,685.2 26,602.3 26,923.8

Revenue	($	mn)	Old 35,986.0 29,155.9 26,688.5 27,045.1

EBITDA	($	mn) 8,193.0 8,702.6 9,052.2 9,216.1

EBIT	($	mn) 3,841.0 4,635.5 5,212.0 5,255.1

EPS	($)	New 3.12 3.16 3.16 3.19

EPS	($)	Old 3.12 3.17 3.25 3.30

P/E	(X) 13.3 14.1 14.1 13.9

Dividend	yield	(%) 3.3 3.3 3.4 3.6

Net	debt/EBITDA	(X) 4.3 4.2 4.0 3.9

6/19 9/19E 12/19E 3/20E

EPS	($) 0.60 1.03 0.66 1.04
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Disclosure Appendix 
  

Reg AC 
I, Michael Lapides, hereby certify that all of the views expressed in this report accurately reflect my personal views about the subject company or 
companies and its or their securities. I also certify that no part of my compensation was, is or will be, directly or indirectly, related to the specific 
recommendations or views expressed in this report. 

Unless otherwise stated, the individuals listed on the cover page of this report are analysts in Goldman Sachs’ Global Investment Research division. 

GS Factor Profile 
The Goldman Sachs Factor Profile provides investment context for a stock by comparing key attributes to the market (i.e. our coverage universe) and its 
sector peers. The four key attributes depicted are: Growth, Financial Returns, Multiple (e.g. valuation) and Integrated (a composite of Growth, Financial 
Returns and Multiple). Growth, Financial Returns and Multiple are calculated by using normalized ranks for specific metrics for each stock. The 
normalized ranks for the metrics are then averaged and converted into percentiles for the relevant attribute. The precise calculation of each metric may 
vary depending on the fiscal year, industry and region, but the standard approach is as follows: 

Growth is based on a stock’s forward-looking sales growth, EBITDA growth and EPS growth (for financial stocks, only EPS and sales growth), with a 
higher percentile indicating a higher growth company. Financial Returns is based on a stock’s forward-looking ROE, ROCE and CROCI (for financial 
stocks, only ROE), with a higher percentile indicating a company with higher financial returns. Multiple is based on a stock’s forward-looking P/E, P/B, 
price/dividend (P/D), EV/EBITDA, EV/FCF and EV/Debt Adjusted Cash Flow (DACF) (for financial stocks, only P/E, P/B and P/D), with a higher percentile 
indicating a stock trading at a higher multiple. The Integrated percentile is calculated as the average of the Growth percentile, Financial Returns 
percentile and (100% - Multiple percentile). 

Financial Returns and Multiple use the Goldman Sachs analyst forecasts at the fiscal year-end at least three quarters in the future. Growth uses inputs 
for the fiscal year at least seven quarters in the future compared with the year at least three quarters in the future (on a per-share basis for all metrics). 

For a more detailed description of how we calculate the GS Factor Profile, please contact your GS representative.  

M&A Rank 
Across our global coverage, we examine stocks using an M&A framework, considering both qualitative factors and quantitative factors (which may vary 
across sectors and regions) to incorporate the potential that certain companies could be acquired. We then assign a M&A rank as a means of scoring 
companies under our rated coverage from 1 to 3, with 1 representing high (30%-50%) probability of the company becoming an acquisition target, 2 
representing medium (15%-30%) probability and 3 representing low (0%-15%) probability. For companies ranked 1 or 2, in line with our standard 
departmental guidelines we incorporate an M&A component into our target price. M&A rank of 3 is considered immaterial and therefore does not 
factor into our price target, and may or may not be discussed in research. 

Quantum 
Quantum is Goldman Sachs’ proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for 
in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets.  

GS SUSTAIN 
GS SUSTAIN is a global investment strategy focused on the generation of long-term alpha through identifying high quality industry leaders. The GS 
SUSTAIN 50 list includes leaders we believe to be well positioned to deliver long-term outperformance through superior returns on capital, sustainable 
competitive advantage and effective management of ESG risks vs. global industry peers. Candidates are selected largely on a combination of 
quantifiable analysis of these three aspects of corporate performance. 

Disclosures 
Coverage group(s) of stocks by primary analyst(s) 
Michael Lapides: America-Diversified Pipelines, America-Diversified Utilities, America-Energy MLPs, America-Independent Power Producers, 
America-Regulated Utilities. Insoo Kim, CFA: America-Diversified Utilities, America-Regulated Utilities. David Fishman, CFA: America-Diversified 
Utilities. 

America-Diversified Pipelines: Enbridge Inc., Enbridge Inc., Kinder Morgan Inc., ONEOK Inc., Tallgrass Energy LP, TC Energy Corp., TC Energy Corp., 
Williams Cos..  

America-Diversified Utilities: Avangrid Inc., Centerpoint Energy Inc., CMS Energy Corp., Dominion Energy Inc., DTE Energy Co., Entergy Corp., Exelon 
Corp., FirstEnergy Corp., NextEra Energy Inc., OGE Energy Corp., Public Service Enterprise Group, Sempra Energy.  

America-Energy MLPs: Cheniere Energy Inc., Cheniere Energy Partners, Energy Transfer LP, Enterprise Products Partners LP, Rattler Midstream LP, TC 
PipeLines LP.  

America-Independent Power Producers: Clearway Energy Inc., NextEra Energy Partners, NRG Energy Inc..  

America-Regulated Utilities: Ameren Corp., American Electric Power, American Water Works, Consolidated Edison Inc., Duke Energy Corp., Edison 
International, Evergy Inc., Eversource Energy, NiSource Inc., PG&E Corp., Pinnacle West Capital Corp., Portland General Electric Co., PPL Corp., 
Southern Co., WEC Energy Group.  

Company-specific regulatory disclosures 
The following disclosures relate to relationships between The Goldman Sachs Group, Inc. (with its affiliates, “Goldman Sachs”) and companies covered 
by the Global Investment Research Division of Goldman Sachs and referred to in this research. 

Goldman Sachs has received compensation for investment banking services in the past 12 months: Exelon Corp. ($44.40) 

Goldman Sachs expects to receive or intends to seek compensation for investment banking services in the next 3 months: Exelon Corp. ($44.40) 

Goldman Sachs had an investment banking services client relationship during the past 12 months with: Exelon Corp. ($44.40) 

Goldman Sachs had a non-investment banking securities-related services client relationship during the past 12 months with: Exelon Corp. ($44.40) 
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Goldman Sachs had a non-securities services client relationship during the past 12 months with: Exelon Corp. ($44.40) 

Goldman Sachs makes a market in the securities or derivatives thereof: Exelon Corp. ($44.40) 

Distribution of ratings/investment banking relationships 
Goldman Sachs Investment Research global Equity coverage universe 

 

As of July 1, 2019, Goldman Sachs Global Investment Research had investment ratings on 2,924 equity securities. Goldman Sachs assigns stocks as 
Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold and Sell for 
the purposes of the above disclosure required by the FINRA Rules. See ‘Ratings, Coverage groups and related definitions’ below. The Investment 
Banking Relationships chart reflects the percentage of subject companies within each rating category for whom Goldman Sachs has provided 
investment banking services within the previous twelve months.     

Price target and rating history chart(s) 

 

Regulatory disclosures 
Disclosures required by United States laws and regulations 
See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager or 
co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-managed 
public offerings in prior periods; directorships; for equity securities, market making and/or specialist role. Goldman Sachs trades or may trade as a 
principal in debt securities (or in related derivatives) of issuers discussed in this report.  

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts, 
professionals reporting to analysts and members of their households from owning securities of any company in the analyst’s area of coverage.  
Analyst compensation:  Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues.  Analyst 
as officer or director: Goldman Sachs policy generally prohibits its analysts, persons reporting to analysts or members of their households from 
serving as an officer, director or advisor of any company in the analyst’s area of coverage.  Non-U.S. Analysts:  Non-U.S. analysts may not be 
associated persons of Goldman Sachs & Co. LLC and therefore may not be subject to FINRA Rule 2241 or FINRA Rule 2242 restrictions on 
communications with subject company, public appearances and trading securities held by the analysts.  

Distribution of ratings: See the distribution of ratings disclosure above.  Price chart: See the price chart, with changes of ratings and price targets in 
prior periods, above, or, if electronic format or if with respect to multiple companies which are the subject of this report, on the Goldman Sachs 
website at https://www.gs.com/research/hedge.html.   

Additional disclosures required under the laws and regulations of jurisdictions other than the United States 
The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws and 
regulations. Australia: Goldman Sachs Australia Pty Ltd and its affiliates are not authorised deposit-taking institutions (as that term is defined in the 
Banking Act 1959 (Cth)) in Australia and do not provide banking services, nor carry on a banking business, in Australia. This research, and any access to 
it, is intended only for “wholesale clients” within the meaning of the Australian Corporations Act, unless otherwise agreed by Goldman Sachs. In 
producing research reports, members of the Global Investment Research Division of Goldman Sachs Australia may attend site visits and other 
meetings hosted by the companies and other entities which are the subject of its research reports. In some instances the costs of such site visits or 
meetings may be met in part or in whole by the issuers concerned if Goldman Sachs Australia considers it is appropriate and reasonable in the specific 
circumstances relating to the site visit or meeting. To the extent that the contents of this document contains any financial product advice, it is general 
advice only and has been prepared by Goldman Sachs without taking into account a client’s objectives, financial situation or needs. A client should, 
before acting on any such advice, consider the appropriateness of the advice having regard to the client’s own objectives, financial situation and needs. 
A copy of certain Goldman Sachs Australia and New Zealand disclosure of interests and a copy of Goldman Sachs’ Australian Sell-Side Research 
Independence Policy Statement are available at: https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html.  Brazil: Disclosure 
information in relation to CVM Instruction 598 is available at https://www.gs.com/worldwide/brazil/area/gir/index.html. Where applicable, the 
Brazil-registered analyst primarily responsible for the content of this research report, as defined in Article 20 of CVM Instruction 598, is the first author 
named at the beginning of this report, unless indicated otherwise at the end of the text.  Canada: Goldman Sachs Canada Inc. is an affiliate of The 

Rating Distribution Investment Banking Relationships

Buy Hold Sell Buy Hold Sell

Global 38% 49% 13% 66% 57% 51%
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Goldman Sachs Group Inc. and therefore is included in the company specific disclosures relating to Goldman Sachs (as defined above). Goldman Sachs 
Canada Inc. has approved of, and agreed to take responsibility for, this research report in Canada if and to the extent that Goldman Sachs Canada Inc. 
disseminates this research report to its clients.  Hong Kong: Further information on the securities of covered companies referred to in this research 
may be obtained on request from Goldman Sachs (Asia) L.L.C.  India: Further information on the subject company or companies referred to in this 
research may be obtained from Goldman Sachs (India) Securities Private Limited, Research Analyst - SEBI Registration Number INH000001493, 951-A, 
Rational House, Appasaheb Marathe Marg, Prabhadevi, Mumbai 400 025, India, Corporate Identity Number U74140MH2006FTC160634, Phone +91 22 
6616 9000, Fax +91 22 6616 9001. Goldman Sachs may beneficially own 1% or more of the securities (as such term is defined in clause 2 (h) the Indian 
Securities Contracts (Regulation) Act, 1956) of the subject company or companies referred to in this research report.  Japan: See below.  Korea: This 
research, and any access to it, is intended only for “professional investors” within the meaning of the Financial Services and Capital Markets Act, 
unless otherwise agreed by Goldman Sachs. Further information on the subject company or companies referred to in this research may be obtained 
from Goldman Sachs (Asia) L.L.C., Seoul Branch.  New Zealand: Goldman Sachs New Zealand Limited and its affiliates are neither “registered banks” 
nor “deposit takers” (as defined in the Reserve Bank of New Zealand Act 1989) in New Zealand. This research, and any access to it, is intended for 
“wholesale clients” (as defined in the Financial Advisers Act 2008) unless otherwise agreed by Goldman Sachs. A copy of certain Goldman Sachs 
Australia and New Zealand disclosure of interests is available at: https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html.  Russia: 
Research reports distributed in the Russian Federation are not advertising as defined in the Russian legislation, but are information and analysis not 
having product promotion as their main purpose and do not provide appraisal within the meaning of the Russian legislation on appraisal activity. 
Research reports do not constitute a personalized investment recommendation as defined in Russian laws and regulations, are not addressed to a 
specific client, and are prepared without analyzing the financial circumstances, investment profiles or risk profiles of clients. Goldman Sachs assumes 
no responsibility for any investment decisions that may be taken by a client or any other person based on this research report.  Singapore: Further 
information on the covered companies referred to in this research may be obtained from Goldman Sachs (Singapore) Pte. (Company Number: 
198602165W).  Taiwan: This material is for reference only and must not be reprinted without permission. Investors should carefully consider their own 
investment risk. Investment results are the responsibility of the individual investor.  United Kingdom: Persons who would be categorized as retail 
clients in the United Kingdom, as such term is defined in the rules of the Financial Conduct Authority, should read this research in conjunction with prior 
Goldman Sachs research on the covered companies referred to herein and should refer to the risk warnings that have been sent to them by Goldman 
Sachs International. A copy of these risks warnings, and a glossary of certain financial terms used in this report, are available from Goldman Sachs 
International on request.   

European Union: Disclosure information in relation to Article 6 (2) of the European Commission Delegated Regulation (EU) (2016/958) supplementing 
Regulation (EU) No 596/2014 of the European Parliament and of the Council with regard to regulatory technical standards for the technical 
arrangements for objective presentation of investment recommendations or other information recommending or suggesting an investment strategy 
and for disclosure of particular interests or indications of conflicts of interest is available at https://www.gs.com/disclosures/europeanpolicy.html which 
states the European Policy for Managing Conflicts of Interest in Connection with Investment Research.   

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho 
69, and a member of Japan Securities Dealers Association, Financial Futures Association of Japan and Type II Financial Instruments Firms Association. 
Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific disclosures as to 
any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese Securities Finance 
Company.   

Ratings, coverage groups and related definitions 
Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy or 
Sell on an Investment List is determined by a stock’s total return potential relative to its coverage. Any stock not assigned as a Buy or a Sell on an 
Investment List with an active rating (i.e., a  stock that is not Rating Suspended, Not Rated, Coverage Suspended or Not Covered), is deemed Neutral. 
Each region’s Investment Review Committee manages Regional Conviction lists, which represent investment recommendations focused on the size of 
the total return potential and/or the likelihood of the realization of the return across their respective areas of coverage.  The addition or removal of 
stocks from such Conviction lists do not represent a change in the analysts’ investment rating for such stocks.    

Total return potential represents the upside or downside differential between the current share price and the price target, including all paid or 
anticipated dividends, expected during the time horizon associated with the price target. Price targets are required for all covered stocks. The total 
return potential, price target and associated time horizon are stated in each report adding or reiterating an Investment List membership.  

Coverage groups: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at 
https://www.gs.com/research/hedge.html.    

Not Rated (NR). The investment rating and target price have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in an 
advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances.  Rating Suspended (RS). Goldman 
Sachs Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis for 
determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target. The previous investment rating and 
price target, if any, are no longer in effect for this stock and should not be relied upon.  Coverage Suspended (CS). Goldman Sachs has suspended 
coverage of this company.  Not Covered (NC). Goldman Sachs does not cover this company.  Not Available or Not Applicable (NA). The information 
is not available for display or is not applicable.  Not Meaningful (NM). The information is not meaningful and is therefore excluded.   

Global product; distributing entities 
The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs on a global basis. 
Analysts based in Goldman Sachs offices around the world produce research on industries and companies, and research on macroeconomics, 
currencies, commodities and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd (ABN 21 006 797 897); in 
Brazil by Goldman Sachs do Brasil Corretora de Títulos e Valores Mobiliários S.A.; Ombudsman Goldman Sachs Brazil: 0800 727 5764 and / or 
ouvidoriagoldmansachs@gs.com. Available Weekdays (except holidays), from 9am to 6pm. Ouvidoria Goldman Sachs Brasil: 0800 727 5764 e/ou 
ouvidoriagoldmansachs@gs.com. Horário de funcionamento: segunda-feira à sexta-feira (exceto feriados), das 9h às 18h; in Canada by either Goldman 
Sachs Canada Inc. or Goldman Sachs & Co. LLC; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman Sachs (India) Securities Private 
Ltd.; in Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand by Goldman 
Sachs New Zealand Limited; in Russia by OOO Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 198602165W); 
and in the United States of America by Goldman Sachs & Co. LLC. Goldman Sachs International has approved this research in connection with its 
distribution in the United Kingdom and European Union.  

European Union: Goldman Sachs International authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and 
the Prudential Regulation Authority, has approved this research in connection with its distribution in the European Union and United Kingdom; Goldman 
Sachs AG and Goldman Sachs International Zweigniederlassung Frankfurt, regulated by the Bundesanstalt für Finanzdienstleistungsaufsicht, may also 
distribute research in Germany.  
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General disclosures 
This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we 
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. The information, opinions, estimates and 
forecasts contained herein are as of the date hereof and are subject to change without prior notification. We seek to update our research as 
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large majority 
of reports are published at irregular intervals as appropriate in the analyst’s judgment. 

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have investment 
banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research Division. 
Goldman Sachs & Co. LLC, the United States broker dealer, is a member of SIPC (https://www.sipc.org).  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and principal 
trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, principal trading desks and 
investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research. 

The analysts named in this report may have from time to time discussed with our clients, including Goldman Sachs salespersons and traders, or may 
discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the equity securities 
discussed in this report, which impact may be directionally counter to the analyst’s published price target expectations for such stocks. Any such 
trading strategies are distinct from and do not affect the analyst’s fundamental equity rating for such stocks, which rating reflects a stock’s return 
potential relative to its coverage group as described herein. 

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act 
as principal in, and buy or sell, the securities or derivatives, if any, referred to in this research.  

The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do not 
necessarily reflect those of Global Investment Research and are not an official view of Goldman Sachs. 

Any third party referenced herein, including any salespeople, traders and other professionals or members of their household, may have positions in the 
products mentioned that are inconsistent with the views expressed by analysts named in this report. 

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 
illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if 
appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them 
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. 
Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.  

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 
Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at 
https://www.theocc.com/about/publications/character-risks.jsp and 
https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018. 
Transaction costs may be significant in option strategies calling for multiple purchase and sales of options such as spreads. Supporting documentation 
will be supplied upon request.  

Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by the Global Investment 
Research division of GS may vary as compared to that provided to internal and other external clients of GS, depending on various factors including your 
individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g., 
marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.  
As an example, certain clients may request to receive notifications when research on specific securities is published, and certain clients may request 
that specific data underlying analysts’ fundamental analysis available on our internal client websites be delivered to them electronically through data 
feeds or otherwise. No change to an analyst’s fundamental research views (e.g., ratings, price targets, or material changes to earnings estimates for 
equity securities), will be communicated to any client prior to inclusion of such information in a research report broadly disseminated through electronic 
publication to our internal client websites or through other means, as necessary, to all clients who are entitled to receive such reports. 

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all 
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our 
research by third party aggregators. For research, models or other data related to one or more securities, markets or asset classes (including related 
services) that may be available to you, please contact your GS representative or go to https://research.gs.com. 

Disclosure information is also available at https://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY 
10282. 

© 2019 Goldman Sachs.  

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior written 
consent of The Goldman Sachs Group, Inc.  
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1

Qtly Adj EPS  (FD)  Q1 Q2 Q3 Q4 Year
Price/Adj.

EPS
2019E $0.87A $0.60A $0.81 $0.81 $3.09 14.4x
2020E $0.90 $0.67 $0.93 $0.61 $3.12 14.2x
2021E $0.95 $0.70 $0.90 $0.56 $3.12 14.3x
2022E $1.06 $0.77 $0.96 $0.64 $3.43 12.9x

(FY-Dec.) 2019E 2020E 2021E 2022E
EPS Growth (y/y) (1.1)% 0.9% (0.0)% 10.2%
Dividends per Share $1.45 $1.52 $1.60 $1.68
DPS Growth (y/y) 5.1% 5.0% 5.0% 5.0%

Historical price multiple calculations use FYE prices. All values in US$ unless otherwise indicated.
Source: FactSet; company reports; Scotiabank GBM estimates.

Dissemination: August 01, 2019, 16:54 ET. Production: August 01, 2019, 16:48 ET.
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Market Cap. (M) $43,246
Enterprise Value (M) $81,752
Shares O/S (M) 974

Volume and Closing Price for EXC-N
54

52

50

48

46

44

42

40
Jul-19May-19Mar-19Jan-19Nov-18Sep-18

14

12

10

8

6

4

2

EXC-NVolume

Vo
l (

M
)

Pr
ic

e 
(U

SD
)

Source: FactSet.

Exelon Corporation
Merchant Weakness Shouldn't Overshadow Utility Strength

OUR TAKE: Negative. We remain bullish on EXC as we see the sum-of-the-parts
valuation as being quite attractive. Though we lower our forecasts given lower ExGen
earnings and trim our TP by a buck (to $51), utility execution and above-average growth
keeps us optimistic. EXC reported 2Q19 EPS of $0.60, shy of our/consensus forecasts
of $0.62/0.61.

KEY POINTS

Valuation Looks Attractive on a SoTP Basis: We believe that both of EXC's
businesses should trade at premiums vs. their respective peers, but instead we
calculate double-digit discounts (see Exhibits 1 & 2). The regulated utilities should see
above-average EPS growth of 6%-8% (vs. peers at ~6%), with strong management
execution and regulatory constructs and relationships that we would call at least
average overall, if not better. ExGen no doubt faces headwinds from weak natural gas
prices, but benefits from ZECs in several states and its low-emission profile should be
attractive for investors with any degree of an ESG slant (relative to owners of coal and
natural gas plants). Lastly, thanks to ExGen's FCF, EXC is one of the few utilities that
won't need equity. As shown in Exhibits 1 & 2, if we take an IPP-peer-like EV/EBITDA
multiple for ExGen (~25% of the equity value), we believe the utilities are implicitly
trading at a ~15% P/E discount vs. regulated utility peers. This is tough for us to justify
or even explain.

Regulated Utility Growth Strategy On Track: EXC's utilities are performing well,
with a consolidated earned ROE of 10.2% on a TTM basis, unchanged from the last
quarterly update (though PHI is down ~20bps to 9.1%). While we still see some modest
upside to earned ROEs, particularly at PHI (management targets 9%-10%), we give
credit for the steady improvement since the acquisition closed in 2016. We do, however,
expect these levels to be maintained, especially with ~63% of the rate base growth
planned through 2022 to be recovered through existing trackers and formula rates. With
the 2Q19 update, EXC increased the 2019 utility capex plan by ~$100m, or ~2.5%.
Rate case activity has materially slowed from past years, though the company has
recently filed rate cases at BGE, ComEd (formula rate filing), and Pepco DC Electric
(that subsidiary's first multi-year rate case covering 2020-2022, with performance-
based incentive mechanisms). These are in addition to the Pepco MD Electric rate case
currently underway, which should be resolved in the coming weeks.

Lowering ExGen Forecasts and Our TP: Forward power prices are down in ExGen's
footprint, primarily PJM, due to a combination of low natural gas prices, state programs

ANALYST TEAM Link to ScotiaView
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1-Yr. Return 18.2%
Div. (NTM) $1.49
Div. (Curr.) $1.45
Yield (Curr.) 3.3%
 

Valuation: SoTP, using ~75% regulated utilities (17.9x
2021E EPS) and ~25% merchant power (8.0x 2021E
EBITDA)
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to postpone or prevent power plant retirements, and cool June weather particularly
in the Midwest (though the weather improved in July, EXC marked to market as of
June 30th). While hedges and new business generation help to offset the impact,
management seems clear that the company will proactively manage the portfolio should
weak market forward curves persist, possibly including reduced run-times, incremental
O&M cuts, and/or additional plant retirements or sales. EXC has demonstrated a
willingness and ability to execute on each front, though we don't expect the company
to aggressively shrink the portfolio; we expect at least some degree of (continued)
patience, for better or for worse. We wouldn't be surprised to see EXC acquire a retail
book to expand its business; media reports suggest at least a few may be available. We
trim our ExGen EBITDA/EPS forecasts by ~6% per year, driving a reduction of 2%+ to
our consolidated EPS forecasts (we previously had among the highest on the Street;
we're still above consensus for most years). With lower EPS, we trim our EXC target
price by a buck, to $51.

PJM Capacity Auction Delay and PA Inactivity on ZECs Prolong Uncertainty:
Despite the overhang, we view the delay in the PJM capacity auction as a relief given
that we would have expected the results to be challenged had it been run under rules
deemed to be “unjust and unreasonable.” Still, this reinforces our view that merchant
power markets are fundamentally structurally flawed. As states increasingly intervene
to support not only renewables but also nuclear power plants, power markets are
increasingly inefficient. We see a bias to the upside, but these auctions are hard
to predict, especially given that the rules are being rewritten. In PA, though we're
disappointed that the state didn't implement ZECs or join RGGI as part of its recently-
concluded budget talks, we don't yet see that as a lost cause (though TMI likely is).
Guidance and our forecasts don't assume any upside, though an uplift similar to what
we've seen in other states is possible. Of course, it'd be a taller order in PA given the
state's reliance on coal (PA emits more tons of carbon than all RGGI states combined).

Exhibit 1: EXC's Stock Price Implied By Combinations of Target Multiples (P/E for
Utilities, EV/EBITDA for ExGen, Each Applied to 2021)

.
Source: FactSet, Scotiabank GBM estimates.

Exhibit 2: Upside/(Downside) to EXC's Stock Based on Applying Premiums/
(Discounts) vs. Peers

.
Source: FactSet, Scotiabank GBM estimates.
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Company Overview

Company Description
 
 

 

Exelon Corporation (EXC) has the largest number of utility customers in the United States and operates in 48 states, the District of
Columbia, and Canada. Exelon’s six utilities deliver electricity and natural gas to approximately 10 million customers in Delaware,
the District of Columbia, Illinois, Maryland, New Jersey, and Pennsylvania through its Atlantic City Electric (ACE), Baltimore Gas and
Electric Company (BGE), ComEd, Delmarva Power, PECO Energy Company, and Pepco Holdings Inc. (PHI) subsidiaries. EXC is one
of the largest competitive U.S. power generators, with more than 35,168 MW of nuclear, gas, wind, solar, and hydroelectric generating
capacity. The company’s Constellation business unit provides energy products and services to approximately 2 million residential,
public-sector, and business customers.

Risks
 
 

 

Key Risks: Rate cases in challenging jurisdictions, operational and financial performance at PHI, impact of market reforms on ExGen,
commodity exposure, and rising interest rates

Total Return Index of EXC-N
 
 

 

 
 

 

Source: Scotiabank GBM; FactSet.
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Appendix A: Important Disclosures

Company Disclosures (see legend below)*
 

Exelon Corporation J, U, VS0547

I, Andrew Weisel, certify that (1) the views expressed in this report in connection with securities or issuers that I analyze accurately
reflect my personal views and (2) no part of my compensation was, is, or will be directly or indirectly, related to the specific
recommendations or views expressed by me in this report.

This document has been prepared by Research Analysts employed by The Bank of Nova Scotia and/or its affiliates. The Bank of Nova
Scotia, its subsidiaries, branches and affiliates are referred to herein as "Scotiabank." "Scotiabank" together with "Global Banking and
Markets" is the marketing name of the global corporate and investment banking and capital markets business of The Bank of Nova
Scotia and its affiliates. Scotiabank, Global Banking and Markets produces research reports under a single marketing identity referred
to as "globally branded research" under U.S rules. This research is produced on a single global research platform with one set of rules
which meet the most stringent standards set by regulators in the various jurisdictions in which the research reports are produced. In
addition, the Research Analysts who produce the research reports, regardless of location, are subject to one set of policies designed to
meet the most stringent rules established by regulators in the various jurisdictions where the research reports are produced. Scotiabank
publishes and distributes research reports by Research Analysts of Scotia Howard Weil, a brand of Scotia Capital (USA) Inc.

Scotiabank relies on information barriers to control the flow of non-public or proprietary information contained in one or more areas
within Scotiabank into other areas, units, groups or affiliates of Scotiabank. In addition, Scotiabank has implemented procedures to
prevent research independence being compromised by any interactions they may have with other business areas of The Bank of Nova
Scotia. The compensation of the Research Analyst who prepared this document is determined exclusively by Scotiabank Research
Management and senior management (not including investment or corporate banking).

Research Analyst compensation is not based on investment or corporate banking revenues; however, compensation may relate to
the revenues of Scotiabank as a whole, of which investment banking, corporate banking, sales and trading are a part. Scotiabank
Research will initiate, update and cease coverage solely at the discretion of Scotiabank Research Management. Scotiabank Research
has independent supervisory oversight and does not report to the corporate or investment banking functions of Scotiabank.

For Scotiabank, Global Banking and Markets Research Analyst Standards and Disclosure Policies, please visit
www.gbm.scotiabank.com/disclosures.

For additional questions, please contact Scotiabank, Global Banking and Markets Research, 4 King Street West, 12th Floor, Toronto,
Ontario, M5H 1A1.

Time of dissemination: August 01, 2019, 16:54 ET. Time of production: August 01, 2019, 16:48 ET. Note: Time of dissemination
is defined as the time at which the document was disseminated to clients. Time of production is defined as the time at which the
Supervisory Analyst approved the document.

*Legend
 

J Scotia Capital (USA) Inc. or its affiliates expects to receive or intends to seek compensation for investment banking services in
the next 3 months.

U Within the last 12 months, Scotia Capital Inc. and/or its affiliates have undertaken an underwriting liability with respect to
equity or debt securities of, or have provided advice for a fee with respect to, this issuer.

VS0547 Research Analyst Andrew Weisel visited an operating nuclear power plant in Illinois, USA, in 2011. No payment was received
from the issuer for the travel-related expenses incurred by the Research Analyst to visit this site.
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Rating and Price Target History

Exelon Corporation (EXC-N) as of July 31, 2019 (in USD)
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11-16-2015
Price: 28.65
Rating: SP
Target: 34.00

08-17-2016
Price: 34.58
Rating: SP
Target: 37.00

08-03-2017
Price: 38.44
Rating: SP
Target: 40.00

08-24-2017
Price: 38.34
Rating: CS
Target: NA

07-23-2018
Price: 41.61
Rating: SO
Target: 47.00

12-12-2018
Price: 46.89
Rating: SO
Target: 48.00

02-08-2019
Price: 47.72
Rating: SO
Target: 50.00

05-08-2019
Price: 48.58
Rating: SO
Target: 52.00

*Represents the value(s) that changed.
Ratings Legend: FS=Focus Stock; SO=Sector Outperform; SP=Sector Perform; SU=Sector Underperform; T=Tender; UR=Under Review; CS=Coverage Suspended;
DC=Discontinued Coverage
Source: Scotiabank GBM estimates; FactSet.
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Definition of Scotiabank, Global Banking and Markets Equity Research Ratings
Scotiabank has a three-tiered rating system, with ratings of Sector Outperform, Sector Perform, and Sector Underperform. Each
Research Analyst assigns a rating that is relative to his or her coverage universe or an index identified by the Research Analyst that
includes, but is not limited to, stocks covered by the Research Analyst.

The rating assigned to each security covered in this report is based on the Scotiabank, Global Banking and Markets Research Analyst’s
12-month view on the security. Research Analysts may sometimes express in research reports shorter-term views on these securities
that may impact the price of the equity security in a manner directly counter to the Research Analyst’s 12-month view. These shorter-
term views are based upon catalysts or events that may have a shorter-term impact on the market price of the equity securities
discussed in research reports, including but not limited to the inherent volatility of the marketplace. Any such shorter-term views
expressed in research report are distinct from and do not affect the Research Analyst’s 12-month view and are clearly noted as such.
Ratings
 
 
 

Sector Outperform (SO)
The stock is expected to outperform the average 12-month total
return of the analyst’s coverage universe or an index identified
by the analyst that includes, but is not limited to, stocks covered
by the analyst.

Sector Perform (SP)
The stock is expected to perform approximately in line with
the average 12-month total return of the analyst’s coverage
universe or an index identified by the analyst that includes, but
is not limited to, stocks covered by the analyst.

Sector Underperform (SU)
The stock is expected to underperform the average 12-month
total return of the analyst’s coverage universe or an index
identified by the analyst that includes, but is not limited to,
stocks covered by the analyst.

Focus Stock (FS)
As of April 29, 2019, Scotiabank, Global Banking and Markets
discontinued the Focus Stock rating. A stock assigned this
rating represented an analyst’s best idea(s); stocks in this
category were expected to significantly outperform the average
12-month total return of the analyst’s coverage universe or an
index identified by the analyst that included, but was not limited
to, stocks covered by the analyst.

Other Ratings
Tender – Investors are guided to tender to the terms
of the takeover offer.

Under Review – The rating has been temporarily
placed under review, until sufficient information has
been received and assessed by the analyst.

Risk Ranking
The Speculative risk ranking reflects exceptionally
high financial and/or operational risk, exceptionally
low predictability of financial results, and
exceptionally high stock volatility. The Director
of Research and the Supervisory Analyst jointly
make the final determination of the Speculative risk
ranking.

Scotiabank, Global Banking and Markets Equity Research Ratings Distribution*
 

Distribution by Ratings and Equity and Equity-Related Financings*

44.6%
49.8%

5.6%

27.7% 22.9% 6.7%
Sector Outperform Sector Perform Sector

Underperform

0%

20%
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60%

    * As of July 31, 2019.              Source: Scotiabank GBM.

Percentage of companies covered by
Scotiabank, Global Banking and Markets Equity
Research within each rating category.

Percentage of companies within each rating
category for which Scotiabank, Global Banking
and Markets has undertaken an underwriting
liability or has provided advice for a fee within
the last 12 months.

For the purposes of the ratings distribution disclosure FINRA requires members who use a ratings system with terms different
than “buy,” “hold/neutral” and “sell,” to equate their own ratings into these categories. Our Sector Outperform, Sector Perform,
and Sector Underperform ratings are based on the criteria above, but for this purpose could be equated to buy, neutral and
sell ratings, respectively.
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General Disclosures

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any
person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution,
publication, availability or use would be contrary to law or regulation or would subject Scotiabank to any registration or licensing
requirement within such jurisdiction. It is published solely for information purposes; it is not an advertisement nor is it a solicitation or an
offer to buy or sell any financial instruments or to participate in any particular trading strategy.

No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the
information contained in this document except with respect to information concerning Bank of Nova Scotia (TSX: BNS; NYSE: BNS).
This document is not intended to be a complete statement or summary of the securities, markets or developments referred to in this
document. Scotiabank does not undertake to update or keep current the information contained herein, nor make any commitment as to
the frequency of publication.

If you are affected by MiFID II, you must advise us in writing at trade.supervision@scotiabank.com

Any opinions expressed in this document may change without notice and may differ or be contrary to opinions expressed by other
business areas or groups of Scotiabank. Any statements contained in this document attributed to a third party represent Scotiabank’s
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and
such use and interpretation have not been reviewed by the third party. Nothing in this document constitutes a representation that any
investment strategy or recommendation is suitable or appropriate to an investor's individual circumstances or otherwise constitutes a
personal recommendation. Investments involve risks, and investors should exercise prudence and their own independent judgement in
making their investment decisions and carefully consider any risks involved.

The financial instruments that may be described in this document may not be eligible for sale in all jurisdictions or to certain categories
of investors. Instruments such as options, derivative products, and futures are not suitable for all investors, and trading in these
instruments is considered risky. Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in
response to fluctuations in interest rates or other market conditions. Foreign currency rates of exchange may adversely affect the value,
price, or income of any security or related instrument referred to in this document. For investment advice, trade execution, or other
enquiries, clients should contact their local sales representative. The value of any investment or income may go down as well as up,
and investors may not get back the full amount invested. Past performance is not necessarily a guide to future performance.

To the full extent permitted by law, neither Scotiabank nor any of its directors, employees or agents accepts any liability whatsoever
for any direct or consequential loss arising from any use of the information or this document. Nothing in this document constitutes
financial, investment, tax, accounting or legal advice. Investors should seek their own legal, financial and tax advice regarding the
appropriateness of investing in any securities or pursuing any strategies discussed in the document. Any prices stated in this document
are for information purposes only and do not represent real-time valuations for individual securities or other financial instruments. There
is no representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect
Scotiabank's internal books and records or theoretical model-based valuations and may be based on certain assumptions. Different
assumptions by Scotiabank or any other source may yield substantially different results. All pricing of securities in reports is based on
the closing price of the securities' principal marketplace on the night before the publication date, unless otherwise explicitly stated.

The Research Analyst(s) responsible for the preparation of this document may interact with trading desk personnel, sales personnel
and other parties for the purpose of gathering, applying and interpreting market information.

In the normal course of offering investment and banking products and services to clients, Scotiabank may act in several capacities
(including issuer, market maker, underwriter, distributor, index sponsor, swap counterparty, and calculation agent) simultaneously with
respect to a product, giving rise to potential conflicts of interest. Scotiabank uses controls such as information barriers to manage
conflicts should they arise. Scotiabank and its affiliates, officers, directors, and employees may have long or short positions (including
hedging and trading positions), trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or
positions may be inconsistent with the opinions expressed in this document.

Recipients of this document should expect that Scotiabank will from time to time perform services (including investment banking or
capital market services) in connection with the services and activities described in this document and that they may perform services for
and engage in transactions with other market participants, including the issuers of certain of the investments underlying the transactions
herein.

The information in this document has been prepared without taking into account any investor's objectives, financial situation or needs,
and investors should, before acting on the information, conduct independent due diligence when making an investment decision and
consider the appropriateness of the information, having regard to their objectives, financial situation and needs. For further information,
please contact your sales representative.

Scotiabank specifically prohibits the redistribution of this document in whole or in part without Scotiabank's prior written permission, and
Scotiabank accepts no liability whatsoever for the actions of third parties in this respect. Images may depict objects or elements that are
protected by third-party copyright, trademarks and other intellectual property rights.
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Equity research reports published by Scotiabank are initially and simultaneously made available electronically to intended recipients
through its proprietary research website, ScotiaView, e-mail, and through third-party aggregators. The mediums in which research
is disseminated to clients may vary depending on client preference as to the frequency and manner of receiving research reports.
Institutional clients with questions regarding distribution of equity research or who wish to access the proprietary model used to produce
this report should contact Scotiabank at 1-800-208-7666.

A list of all investment recommendations in an equity security or issuer that have been disseminated during the preceding 12 months is
available at the following location: gbm.scotiabank.com/disclosures.

Additional Disclosures

Australia: This report is provided in Australia by the Bank of Nova Scotia, an APRA-regulated Authorised Deposit-Taking Institution
(Foreign Bank ADI) holding an Australian Financial Services License (AFSL).

Canada: Distributed to eligible Canadian persons by Scotia Capital Inc. a registered investment dealer in Canada.

Chile: This report is distributed by Scotia Azul Corredores de Bolsa Ltda and Scotia Corredora de Bolsa Chile S.A., subsidiaries of The
Bank of Nova Scotia.

Colombia: This report is distributed in Colombia by Scotiabank Colpatria, S.A. as authorized by the Superintendencia Financiera de
Colombia to The Bank of Nova Scotia (“Scotiabank”) by Resolution 058 of 2014 and to Scotia Capital Inc. by Resolution 0226 of 2015.
Said Resolutions authorize Scotiabank and Scotia Capital Inc. to promote and advertise their products and services through Scotiabank
Colpatria, S.A. This report is prepared by analysts employed by The Bank of Nova Scotia and certain of its affiliates including Scotia
Capital Inc.

Hong Kong: This report is distributed by The Bank of Nova Scotia Hong Kong Branch, which is authorized by the Securities and Future
Commission to conduct Type 1, Type 4 and Type 6 regulated activities and regulated by the Hong Kong Monetary Authority.

Japan: This research report is provided for information purposes only and it is not intended to solicit any orders for securities
transactions or commodities futures contracts. While we believe that the data and information contained in this research report is are
obtained from reliable sources, we do not guarantee the accuracy or completeness of the data and information.

Mexico: The information contained in this report is for informational purposes only and is not intended to influence the decision of the
addressee in any way whatsoever with respect to an investment in a certain type of security, financial instrument, commodity, futures
contract, issuer, or market, and is not to be construed as an offer to sell or a solicitation of an offer to buy any securities or commodities
futures contracts. Scotiabank Inverlat Casa de Bolsa, S.A. de C.V. is not responsible for the outcome of any investment performed
based on the contents of this research report.

Peru: This report is distributed by Scotia Sociedad Agente de Bolsa S.A., a subsidiary of The Bank of Nova Scotia. This report is
prepared by analysts employed by The Bank of Nova Scotia and certain of its affiliates including Scotia Capital Inc.

Singapore: For investors in the Republic of Singapore, this document is provided via an arrangement with BNS Asia Limited pursuant to
Regulation 32C of the Financial Advisers Regulations. The material contained in this document is intended solely for accredited, expert
or institutional investors, as defined under the Securities and Futures Act (Chapter 289 of Singapore). If there are any matters arising
from, or in connection with this material, please contact BNS Asia, located at 1 Raffles Quay, #20-01 North Tower, One Raffles Quay,
Singapore 048583, telephone: +65 6305 8388.

This document is intended for general circulation only and any recommendation that may be contained in this document concerning
an investment product does not take into account the specific investment objectives, financial situation, or particular needs of any
particular person, and advice should be sought from a financial adviser based in Singapore regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation, or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

BNS Asia Limited and/or its affiliates may have in the past done business with or may currently be doing or seeking to do business with
the companies or issuers covered in this report. The information provided or to be provided or actions taken by or to be taken by BNS
Asia Limited and/or its affiliates in such circumstances may be different from or contrary to the discussion set out in this report.

United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is distributed by Scotiabank Europe plc
to persons who are eligible counterparties or professional clients. Scotiabank Europe plc is authorized by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority.

United States: Distributed to U.S. persons by Scotia Capital (USA) Inc. or by an authorized subsidiary or affiliate of The Bank of Nova
Scotia that is not registered as a U.S. broker-dealer (a ‘non-U.S. affiliate’) to major U.S. institutional investors only. Scotia Capital (USA)
Inc. accepts responsibility for the content of a document prepared by its non-U.S. affiliate (s) when distributed to U.S. persons by Scotia
Capital (USA) Inc. To the extent that a U.S. person wishes to transact in the securities mentioned in this document through Scotiabank,
such transactions must be effected through Scotia Capital (USA) Inc., and not through a non-U.S. affiliate. The information in this
document has not been approved, disapproved, or recommended by the U.S. Securities and Exchange Commission (“SEC”), any state
securities commission in the United States or any other U.S. or non-U.S. regulatory authority. None of these authorities has passed on
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or endorsed the merits or the accuracy or adequacy of this document. Any representation to the contrary is a criminal offense in the
United States.

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable. Scotiabank, together with "Global Banking and
Markets," is a marketing name for the global corporate and investment banking and capital markets businesses of The Bank of
Nova Scotia and certain of its affiliates in the countries where they operate, including Scotia Capital Inc., Scotia Capital (USA) Inc.,
Scotiabanc Inc., Citadel Hill Advisors L.L.C., The Bank of Nova Scotia Trust Company of New York, Scotiabank Europe plc, Scotiabank
(Ireland) Designated Activity Company, Scotiabank Inverlat S.A., Institución de Banca Múltiple, Scotia Inverlat Casa de Bolsa S.A. de
C.V., Scotia Inverlat Derivados S.A. de C.V. – all members of the Scotiabank Group and authorized users of the mark. The Bank of
Nova Scotia is incorporated in Canada with limited liability. Scotia Capital Inc. is a member of the Canadian Investor Protection Fund
and regulated by the Investment Industry Regulatory Organization of Canada. Scotia Capital (USA) Inc. is a broker-dealer registered
with the SEC and is a member of FINRA, NYSE, NFA and SIPC. Scotiabank Europe plc is authorized by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Scotiabank Inverlat, S.A., Scotia
Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated by the Mexican financial
authorities.

© The Bank of Nova Scotia 2019

This report and all the information, opinions, and conclusions contained in it are protected by copyright. This report may not be
reproduced in whole or in part, or referred to in any manner whatsoever, nor may the information, opinions, and conclusions contained
in it be referred to without the prior, express consent of Scotiabank, Global Banking and Markets. The Bank of Nova Scotia, Scotiabank,
and Global Banking and Markets logo and names are among the registered and unregistered trademarks of The Bank of Nova Scotia.
All rights reserved.
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 EXC BUY
Exelon Corporation
Sector: Power, Utilities & Alternative
Energy

Earnings Release
Share Price $45.06
Price Target $53.00

 

 EPS ($)
(FY DEC) 1Q 2Q 3Q 4Q FY
2019 0.87 0.60 0.87E 0.80E 3.13E

Prior — 0.63 1.03E 0.63E 3.16E

P/E 14.4x

2020 0.84E 0.63E 1.07E 0.51E 3.05E

P/E 14.8x

2021 0.84E 0.69E 1.11E 0.38E 3.02E

P/E 14.9x

 

 Market Data
52-Week Range $41.72 - $51.18
Dividend $1.47
Dividend Yield 3.3%
Market Cap (M) $43,706
Shares Out (M) 970.0
ADV (3 mo; 000) 5,158

 

 August 1, 2019

EXC – Thesis Intact But Potential Catalysts Remain
Muted in NT

Key Message: Exelon found itself wedged between two converging fronts this quarter,
as weaker forward power prices and a lack of meaningful policy progress clouded an
otherwise inline print. Nothing is fundamentally askew with the thesis here, in our view,
and management went to great lengths to highlight its attention to discipline at ExGen
in light of lower commodity marks in PJM. Relief on both of these fronts will take time
in our view, as the state/federal policy process churns and power prices potentially firm
over time. We continue to view ExGen as very well positioned on the former, despite the
glacial pace of change. Maintain Buy and $53PT.

What's going on with ExGen? Weak eastern prices and a lack of policy progress hang
over 2Q. A sustained decline in the PJM West/NiHub curves over the course of 2Q19 drove
down management’s 2021 gross margin forecast by $250mm to $6.9bn, with a lower and
narrower range for both 2020 and 2021. The latter fell to a $6.5-7.6bn range from $6.65-8bn
as of 1Q19. However, we don’t think this outlook came as a surprise to anyone that has
been following the marks over the spring - our own estimate currently sits at ~$7.1bn after
updating with the June curves. In addition, we note that PJM West and NiHub have seen
some modest gains since their late-June trough (see our weekly power curves commentary
HERE for more). While management reiterated their comfort with leaving ExGen slightly
more open into 2021, they were also very clear to point out they will not run FCF
negative plants, with Dresden, Byron, and Braidwood each cited as ‘challenged.’

Policy to the rescue? Yes, but resolution will take time. ExGen remains highly levered
to the outcome of policy reforms at both the state and federal level, with progress in both
arenas fragmented, for better or worse. Illinois remains front and center (see our IL policy
note HERE on some of various bills under consideration this spring), with all eyes now on
the fall veto session, which is slated to run for 6 days after Thanksgiving. Unfortunately,
the process in IL is rather opaque at the moment, and while we asked management
about the potential logistics of how the myriad of proposals will be packaged - it
remains too early to say, in their view. This is all happening concurrent to events at
FERC, with the recent delay in the August auction (see our note HERE for more) a positive
in both our view and management’s. In fact, our conversations with management indicate
that the additional delay could prove helpful on the legislative front in IL, as it could provide
additional time for a more comprehensive instruction set to be drafted and sent to the Illinois
Power Agency (assuming passage). We remain on the lookout for a potential order from
FERC following LaFleur’s departure later this month. More broadly, federal efforts at the
congressional level remain a third-order positive for investors to track, with nascent
efforts on existing nuclear see HERE and workforce items receiving bipartisan support.
We note that management also applauded the reccent decision by the Administration to
not impose uranium tariffs, which would have run counter to the stated goal of supporting
nuclear plants. Finally, while it was not discussed this quarter, we continue to see
Pennsylvania as a supportive environment for nuclear plants going forward, despite
the loss of Three Mile Island - stay tuned for 2020. As a reminder, we also did a deep
dive into IL and PA ZECs following an NDR with management this spring - see HERE.

Regulated business remains solid, with its own positive policy considerations. The
trend of positive data points at the utilities continued unabated in 2Q19, with the steady
cadence of rate cases holding ROEs at PHI above 9% on a TTM basis. The positive
status quo was also maintained at the legacy utilities, where TTM ROEs held at 10.5%.
Management remains on track to keep PHI earning within the 9-10% ROE band by the
end of 2019. Rate case activity continues to underpin this performance, with management
currently before 4 commissions. In MD the Pepco base rate increase (~$27mm increase,
10.30% ROE on 50.46% equity, requested – pared down by the judge to $10.3mm, 9.6%
ROE on 50.46% equity) awaits a final order within the next two weeks, while the ComEd
FRP (a $6.4mm decrease, 8.91% ROE on 47.97% equity) continues to run its normal
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course through the fall, with a final order expected by management in December. Two
new cases were also filed in the quarter, a $~149mm request by BGE seeking a 10.3%
ROE on 52.1% equity, and a $162mm 3 year plan in DC seeking 10.3% on 50.46% equity.
Management expects an order on the former by late December, while the Pepco DC case
(its first multi-year plan) will stretch through 2Q20. On the policy front we continue to look
for movement in IL, MD, and NJ, with management seeking a 10 year extension of the
FRP process in IL (HB3152 – available HERE, our IL Policy note HERE) and alternative
ratemaking in Maryland (Docket PC-51 – see HERE). In NJ we continue to look out
for potential takeaways for Atlantic City Electric from the state’s Energy Master Plan,
with EE one of the potential growth avenues on our radar.

EXC reported 2Q19 performance of $0.60, largely in line with expectations. EXC
reported 2Q19 operating earnings of $0.60, slightly below both our estimate for $0.63 and
consensus of $0.61. YoY earnings were $0.11 lower, with the dynamic again driven primarily
by lower earning at ExGen. The $0.13 ExGen drag was again driven by lower market
revenues YoY (-$0.16), with minor offsets from ZECs ($0.03). ExGen weakness was partially
offset by revenue growth across the regulated utilities, with T&D rate increases across
PECO, BGE, and the PHI subs netted against other minor items for a $0.05 YoY boost.
Management reaffirmed its EPS guidance range of $3.00 to $3.30, vs. our current
$3.13, which declined from $3.16 after factoring in 2Q performance and a seasonality
adjustment at ComEd. Management also introduced 3Q19 guidance of $0.80 to $0.90
vs. our current $0.87.
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Valuation

Our $53 price target is based on a sum-of-the-parts analysis. We assign ~$18/share (for
ExGen using a 6x weighted average EV/EBITDA) applied to ExGen’s various assets. We
assign $40/share for the regulated utilities combined based on our 2020E EPS of $2.13
applied to our 18x regulated utility multiple, which is based on our regression model using
the correlation between electric utility valuations and forward interest rate expectations
over the past 30+ years. Subtracting out ~$4 in parent drag and discounting back a half
year, we arrive at our 12-month price target of $53.

Source: Company reports, Guggenheim Securities, LLC estimates

Risks

Commodity price risk. If natural gas prices fall (rise), wholesale power prices will likely fall
(rise), limiting (raising) Power margins. EXC is still inherently a long natural gas call with
gas the marginal price setter in PJM.

The remaining risks center on the regulated utilities and transmission assets, which
encompass traditional risk factors inherent with all utilities including: (1) rate case risk,
(2) lower capex outlook, and (3) interest rate changes above what we account for in our
regression model.
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Guggenheim Securities, LLC or its affiliates expect(s) to receive or intend(s) to seek compensation for investment banking services from Exelon Corporation
in the next 3 months.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

Rating and Price Target History for: Exelon Corporation (EXC) as of 07-31-2019

55

50

45

40

35

30

25
Q3 2017 Q1 Q2 Q3 2018 Q1 Q2 Q3 2019 Q1 Q2

10/24/16
BUY:$39.00

01/09/17
BUY:$41.00

04/20/17
BUY:$42.00

07/25/17
BUY:$44.00

10/23/17
BUY:$45.00

01/02/18
BUY:$50.00

02/20/18
BUY:$45.00

07/23/18
BUY:$51.00

01/07/19
BUY:$53.00

Created by: BlueMatrix

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.
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Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 211 54.66% 33 15.64%

NEUTRAL 166 43.01% 7 4.22%

SELL 9 2.33% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers
on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.
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Business Strategy and Outlook 
Andrew Bischof, CFA, CPA, Sr. Eq. Analyst, 01 August 2019

As the largest nuclear power plant owner in the United
States, Exelon has suffered as low natural gas prices have
slashed power prices since 2008. We think cheap gas will
remain an advantage for competing generators and
pressure nuclear plant returns for the foreseeable future.
But Exelon has shown its political clout recently, winning
subsidies in Illinois, New York, and New Jersey to keep
its nuclear fleet economic. To date, Exelon has secured
over $400 million in annual zero emission credits across
these three states.

Exelon's growth engine is its regulated gas and electric
distribution utilities. With the $12 billion acquisition of
Pepco Holdings in March 2016, we expect Exelon's
regulated electric and gas distribution utilities to drive all
of our earnings growth through 2022. By then, the
regulated utilities' earnings should easily top Exelon's
generation earnings, based on current energy market
conditions. Returns at Pepco remain weak, but pending
rate cases and regulatory reform should aid returns.

At its nuclear unit, Exelon can't escape its leverage to
Eastern and Midwestern U.S. power prices, which
contribute about half of total earnings. Nuclear's low fuel
costs and clean emission profile make Exelon the utilities
sector's biggest winner if power prices rise, capacity
markets tighten, and environmental regulations make
fossil-fuel power generation more costly. Management
continues to drive costs out of the business. Exelon
forecasts $4.2 billion in costs at the unit in 2022, down
from $4.8 billion in 2018.

Exelon's merchant generation continues to be our main
concern, and the reason we value Exelon at a steep
discount to peer regulated utilities. The future for the unit
looks bleak, with the recent steep decline in forward
power prices due to weak natural gas prices, mild
weather, and Ohio nuclear support further pressuring the
unit. Management's aggressive hedging strategy
enhances the risk, with generation 60% unhedged in
2021.

Important Disclosure:
 The conduct of Morningstar’s analysts is governed by Code of Ethics/Code of Conduct Policy, Personal Security Trading Policy (or an equivalent of),
and Investment Research Policy. For information regarding conflicts of interest, please visit  http://global.morningstar.com/equitydisclosures

Merchant Power Segment Weakness Supports Our Negative View of
Exelon

Bulls Say 

ONuclear power plants run year-round, produce
electricity at low variable costs, and generate large
energy margins, even with currently depressed
power prices.

OHigher natural gas and coal prices, rising
electricity demand, and environmental regulations
help Exelon more than any other utility because of its
large nuclear fleet.

OExelon's regulated utilities have good growth
opportunities and regulation that can support
earnings and dividend growth.

Bears Say 

OExelon's performance in part is driven by volatile
power prices that fluctuate based on natural gas
prices, coal prices, and regional electricity demand.

OThe Constellation and Pepco acquisitions diluted
Exelon's economic moat by adding more no-moat
retail business.

OMany of Exelon's growth projects come with
regulated or contracted returns, reducing shareholders'
leverage to a rebound in power markets.

Morningstar Pillars Analyst Quantitative

Economic Moat Narrow Narrow
Valuation QQQ Fairly Valued
Uncertainty Medium Low
Financial Health — Moderate

Current 5-Yr Avg Sector Country

Price/Quant Fair Value 1.02 1.00 0.89 0.83
Price/Earnings 18.8 16.4 14.8 20.1
Forward P/E 14.4 — 13.7 13.9
Price/Cash Flow 5.3 4.7 6.5 13.1
Price/Free Cash Flow 73.0 86.3 13.1 19.5
Trailing Dividend Yield% 3.14 3.55 3.68 2.35

Analyst Note 
Andrew Bischof, CFA, CPA, Sr. Eq. Analyst, 01 August 2019

We are reaffirming our $43 fair value estimate and our
narrow moat and stable moat trend ratings for Exelon after
the company announced adjusted second-quarter
earnings per share of $0.60, down from $0.71 per share
in the same year-ago period. Management reaffirmed its
2019 earnings guidance range of $3.00-$3.30, consistent
with our full-year 2019 expectations.

Exelon's merchant generation business continues to be
our main concern, and the core reason we value Exelon at
a steep discount to core regulated utilities in our coverage
universe. The unit was the sole reason for the
quarter-over-quarter decline, erasing any benefit from
Exelon's improving regulated operations. The future for
the unit looks bleak, with the recent steep decline in
forward power prices further pressuring the unit.
Management's aggressive hedging strategy enhances the
risk, with generation 60% unhedged in 2021.

Exelon previously benefited from nuclear subsidies, but
Ohio legislation supporting FirstEnergy's nuclear
generation was one reason for the forward power price
sell off. Low natural gas prices and mild weather also
contributed to the sell-off. In Pennsylvania, Three Mile
Island is scheduled to close this fall, after the state failed
to pass legislation supporting Exelon's nuclear generation.
However, while we have previously maintained that
legislation would be difficult in a state with cheap
Marcellus natural gas, successful legislation in Ohio leads
us to increase the probability of nuclear support in
Pennsylvania.

Partially offsetting the merchant unit's weakness were
positive contributions from the regulated utilities.
Consolidated return on equity was 10.2%, with a
20-basis-point improvement to 9.3% at BGE and Pepco.
Pending rate cases at the two units should further enhance
returns at the units. A subpoena over Exelon's lobbying
efforts in Illinois cast doubt on regulatory relationships in
the region. Concerns around ComEd's franchise renewal
in Chicago continue.

Source: Morningstar Equity Research

Source: Morningstar
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Economic Moat 
Andrew Bischof, Sr. Eq. Analyst, 01 August 2019

Considering Exelon's full suite of businesses, we think the
firm has a narrow economic moat.

Most nuclear generation still has moaty characteristics,
with returns on capital above costs of capital for the
foreseeable future. However, the spread between
long-term returns on capital and Exelon's cost of capital
has shrunk, based on our midcycle outlook for power
prices in the Eastern U.S. Exelon's increasing
diversification into narrow- and no-moat businesses,
together with the shrinking returns at its nuclear
generation business, supports our narrow moat rating.

Nuclear generation's moaty economics are based on two
primary competitive advantages. First, nuclear plants take
more than seven years to site and build, cost several billion
dollars, and typically face community opposition. These
are significant barriers to entry, giving operators an
effective low-cost monopoly in a given region. Exelon's
large fleet gives it scale advantages that allow it to add
capacity at its plants at a fraction of the cost and risk of
a greenfield project. It is unlikely a competitor would be
able to earn sufficient returns on capital by building a
nuclear plant in close proximity to any of Exelon's plants.

Second, no other reliable power generation source can
match the scale of a nuclear plant. Nuclear plants' low
variable costs and low greenhouse gas emissions relative
to competing fossil fuel power generation sources, such
as coal and natural gas. Renewable energy, with
effectively no marginal costs, has depressed wholesale
power prices and hurt Exelon's returns on capital in some
of its regions. We believe this is a market distortion that
fails to recognize the value of Exelon's nuclear fleet
reliability relative to intermittent renewable energy. State
policy and legislation particularly in Illinois, New Jersey
and New York have recognized some of that
zero-emissions power from nuclear plants.

We believe Exelon's regulated distribution utilities have
narrow economic moats. Regulatory caps on profits

Close Competitors Currency (Mil) Market Cap TTM Sales Operating Margin TTM/PE

Public Service Enterprise Group Inc PEG USD 28,897 9,858 22.84 19.84

FirstEnergy Corp FE USD 23,396 11,173 20.51 19.72

Entergy Corp ETR USD 20,952 10,895 8.72 20.75

offsets the service territory monopolies and network
efficient scale advantages. Utility regulation in the U.S.
aims to fix customer rates at levels that ensure capital
providers earn fair returns on their investments while
keeping customer costs as low as possible. We believe
this regulatory compact ensures Exelon's utilities will earn
greater than their costs of capital in the long run.

We believe Exelon's retail supply business has no
economic moat. Retail power and gas markets are highly
competitive with virtually no barriers to entry, switching
costs, or product differentiation. Although customer
relationships can be sticky, retailers mostly end up
competing on price.

Fair Value & Profit Drivers 
Andrew Bischof, Sr. Eq. Analyst, 01 August 2019

We are maintaining our $43 per share fair value estimate
after Exelon reported second-quarter earnings that were
in line with our expectations.

We expect earnings growth at the regulated utilities to be
in line with 8% rate base growth Our forecasts show
Exelon's regulated utilities contributing about 60% of
consolidated earnings in 2019, a trend we forecast to
continue as Exelon directs cash flow generated by its
nuclear fleet toward its regulated operations. We assume
the regulated utilities earn 10% returns on equity and grow
their rate bases nearly 8% annually on average in 2019-22.
Lower gross margins at the merchant generation business
will negate most of this growth on a consolidated basis.

On a midcycle basis, we assume a $3 per million Btu
midcycle Henry Hub gas price and modest market heat
rate improvement above current 2020 forwards in all
regions.

At the retail business, we assume 20% long-term
normalized gross margins and volume that grows to 267
terawatt-hours by 2022.

We assume a 9% cost of equity and a 7.0% cost of capital.
Our cost of equity assumption is in line with the 9% rate
of return that we expect investors to demand of a
diversified equity portfolio. A 2.25% long-term inflation
outlook underpins our capital cost assumptions.

Risk & Uncertainty 
Andrew Bischof, Sr. Eq. Analyst, 01 August 2019
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Investors should consider turning their attention away
from power markets and more toward regulatory
developments in Illinois, Pennsylvania, and the
Mid-Atlantic coastal states.

As Exelon's regulated utilities generate a greater share
of earnings, shareholders' returns will be more exposed
to state and federal regulatory risk. Illinois and Maryland
are two historically tough regulatory environments, and
punitive rate decisions could have a material impact on
earnings and growth. However, Exelon has done a solid
job developing good regulatory relationships that mitigate
some of this risk. We expect Exelon will be able to
maintain solid--albeit not spectacular--returns at its
regulated utilities.

Exelon's biggest threat used to be political developments
that would reregulate competitive electricity markets in
the Midwest and Mid-Atlantic. As the nation's largest
wholesale generator and retail supplier, Exelon
Generation's competitive edge requires Eastern U.S.
power markets to remain deregulated. However, Exelon's
political savvy, particularly in Illinois, New York, and New
Jersey, now limits the impact from volatile power markets
on earnings and long-term value. We expect most of the
nuclear fleet is earning returns in the range of what might
be available in a fully regulated scheme.

Exelon still has a net long position in the power markets,
so sharp increases in power prices would result in an
earnings windfall for its generation fleet. This could
reverse the current outlook, leading Exelon to pull back
its lobbying efforts while drawing reregulation rhetoric
from regulators and politicians. Exelon previously suffered
from politically inspired power price caps that limited its
profits for several years following deregulation. We think
the now-mature deregulated markets make this unlikely,
but regulators remain highly involved in power markets,
and any regulatory changes will probably have a material
positive or negative impact on Exelon, given its size.

Stewardship 
Andrew Bischof, Sr. Eq. Analyst, 01 August 2019

We assign Exelon's management a Standard stewardship
rating. The company has done a notable job reducing its
exposure to commodity markets, which it can't control,
and focusing on business lines where it can control how
earnings develop.

We're particularly impressed by management's ability to
operate its nuclear fleet at world-class levels. We're also
impressed by management's political lobbying
success--particularly in New York, Illinois, and New
Jersey--to extend the lives of its distressed nuclear plants.
Management now turns their attention toward winning
subsidies for their plants in Pennsylvania.

Management has also been able to score legislative wins
that should improve the regulatory environment in
Delaware and Pennsylvania. In Delaware, legislators
approved a distribution customer charge that will allow
for more timely recovery and support further infrastructure
development. In Pennsylvania, legislation will allow state
regulators to incorporate more constructive rate
mechanisms, such as decoupling, formula rates, and
multiyear rate plans and rate cases.

Crane and board chairman Mayo Shattuck III have focused
growth investment on the regulated utilities, continuing a
strategic shift that former CEO and chairman John Rowe
made before his departure in 2013. Crane's biggest move
so far is the $12 billion (including debt) Pepco acquisition,
which closed in 2016. This increases Exelon's share of
regulated utilities earnings and dilutes shareholders'
aggregate exposure to wholesale power markets.
Management showed strong conviction in the value of the
deal based on nearly two years of regulatory negotiations.
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Analyst Notes Archive

Exelon's Utilities Perform Well, but Generation
Continues to Concern Us
Andrew Bischof, Sr. Eq. Analyst, 08 February 2019

We are reaffirming our $40 fair value estimate and narrow
moat and stable moat trend ratings for Exelon after the
company announced adjusted full-year 2018 earnings per
share of $3.12, up from $2.62 in 2017. Management
initiated 2019 EPS guidance of $3.00-$3.30, consistent
with our expectations.

Zero-emission credit revenue was a large benefit for
Exelon in 2018, boosting earnings by $0.35 per share.
Exelon has cleared legal challenges in Illinois and New
York, and we expect any future efforts to challenge the
credits to be unsuccessful. Approved ZEC revenue in New
Jersey will help 2019 earnings. We don't forecast Exelon
being successful in securing zero-emission credits in
Pennsylvania.

Our main concern rests with Exelon's generation that isn't
receiving support. Weak forward power prices are a
material headwind for Exelon. Total forecast gross margin
drops to $7.15 billion in 2021 from $7.65 billion in 2019.
Exelon also has taken a relatively aggressive hedging
approach, increasing the potential upside as well as
downside to volatile commodity prices. We do like
management's efforts to deleverage its balance sheet and
use cash flow from generation to invest in its regulated
units. Management continues to manage costs at the unit
well.

Exelon's regulated businesses continue to perform well.
Management has driven meaningful operational
improvement from its acquired utility assets, and we think
this has been a significant driver in the improved
regulatory treatment in the region. Numerous riders and
formula rates have reduced regulatory lag, which is a
positive, given Exelon's large capital program. Rolling
12-month earned returns ticked up to 9.7% from 9.5% in
the year-ago period.

Public Service Enterprise, Exelon Nuclear Plants
Rise From Dead After Winning New Jersey
Subsidies
Travis Miller, Strategist, 18 April 2019

We are reaffirming our $48 per share fair value estimate

for Public Service Enterprise Group and $43 per share fair
value estimate for Exelon after New Jersey regulators
selected the Salem and Hope Creek nuclear plants to
receive state subsidies. We are also reaffirming our
narrow moat and stable moat trends for both companies.

We expect the companies, which share ownership of
Salem, to withdraw the deactivation notice they filed with
the mid-Atlantic region grid operator, PJM, on April 16.
The filing said they planned to close the plants by fall 2020,
which would have led us to cut our fair value estimates.
We already assumed the plants would receive the
subsidies and continue operating, so there is no impact
on our fair value estimates.

The decision comes one year after New Jersey Governor
Phil Murphy signed legislation directing regulators to
identify facilities that are most important to supporting
the state's emissions-reduction goals. Nuclear plays an
important role in decreasing the state's carbon emissions.

We expect the nuclear subsidies to generate $200 million
of incremental annual pretax profits for the firm,
representing 10% of our consolidated pretax earnings
starting later this year. However, we expect the subsidies
to contribute to depress future PJM capacity prices. We
forecast mostly flat PJM capacity revenue for its
fossil-fuel fleet between 2019-23.

For Exelon, we expect the subsidies to generate roughly
$85 million of additional revenue absent any changes in
PJM capacity pricing. Exelon continues to work on
attaining subsidies in Pennsylvania.

We expect the subsidies will survive any legal challenges.
The U.S. Supreme Court on April 15 declined to accept
lawsuits challenging similar nuclear subsidies in Illinois
and New York. Lower court ruled in favor of the subsidies.
We are awaiting guidance from the Federal Energy
Regulatory Commission on how PJM should adjust its
capacity and energy market pricing to account for the
subsidies.

 Exelon Keeps Winning the Nuclear Fight, Reports
First-Quarter Earnings
Andrew Bischof, Sr. Eq. Analyst, 02 May 2019

We are reaffirming our $43 fair value estimate and our
narrow moat and stable moat trend ratings for Exelon after
the company announced adjusted first-quarter earnings
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per share of $0.87, down from $0.96 in the same year-ago
period. Management reaffirmed 2019 EPS guidance range
of $3.00-$3.30, consistent with our full-year expectation.

Exelon has a strong track record of lobbying and securing
support for its economically challenged nuclear fleet. In
New Jersey, the Board of Public Utilities voted 4-1 to
award zero emission credits, or ZECs, to its partially
owned Salem nuclear plant, with the first payment to be
received in August. The award is for three years, plus a
stub year. To date, Exelon is three-for-three, securing over
$400 million in annual zero emission credits in Illinois,
New Jersey, and New York.

The next challenge for Exelon is Pennsylvania, where
legislation HB11 and SB510 propose to amend the
Pennsylvania Alternative Portfolio Standard to include
nuclear. All Exelon's nuclear generation in Pennyslvania
would be eligible for the proposed $6.08-$7.90/MWh
subsidy. The subsidy could add up to $2 per share to our
fair value estimate, but we think the legislation is too
uncertain to incorporate in our fair value estimate for now.

Pennsylvania's abundance of low-cost in-state natural
gas production and generation makes it different from
Illinois, New York, and New Jersey. Plentiful, low-cost
gas has opponents challenging the need to prop up
nuclear. However, nuclear generation still provides 39%
of the state's electricity, on average. Generation
retirements would require more gas use, which would
make it more difficult for the state to hit lower carbon
targets.

For the quarter, Exelon Generation earnings suffered from
lower realized energy prices and timing of zero emission
credit revenue. Exelon's regulated businesses continue to
perform well. Rolling 12-month earned returns ticked up
to 10.2% from 9.5% last quarter.

Merchant Power Segment Weakness Supports Our
Negative View of Exelon
Andrew Bischof, Sr. Eq. Analyst, 01 August 2019

We are reaffirming our $43 fair value estimate and our
narrow moat and stable moat trend ratings for Exelon after
the company announced adjusted second-quarter
earnings per share of $0.60, down from $0.71 per share
in the same year-ago period. Management reaffirmed its
2019 earnings guidance range of $3.00-$3.30, consistent
with our full-year 2019 expectations.

Exelon's merchant generation business continues to be
our main concern, and the core reason we value Exelon at
a steep discount to core regulated utilities in our coverage
universe. The unit was the sole reason for the
quarter-over-quarter decline, erasing any benefit from
Exelon's improving regulated operations. The future for
the unit looks bleak, with the recent steep decline in
forward power prices further pressuring the unit.
Management's aggressive hedging strategy enhances the
risk, with generation 60% unhedged in 2021.

Exelon previously benefited from nuclear subsidies, but
Ohio legislation supporting FirstEnergy's nuclear
generation was one reason for the forward power price
sell off. Low natural gas prices and mild weather also
contributed to the sell-off. In Pennsylvania, Three Mile
Island is scheduled to close this fall, after the state failed
to pass legislation supporting Exelon's nuclear generation.
However, while we have previously maintained that
legislation would be difficult in a state with cheap
Marcellus natural gas, successful legislation in Ohio leads
us to increase the probability of nuclear support in
Pennsylvania.

Partially offsetting the merchant unit's weakness were
positive contributions from the regulated utilities.
Consolidated return on equity was 10.2%, with a
20-basis-point improvement to 9.3% at BGE and Pepco.
Pending rate cases at the two units should further enhance
returns at the units. A subpoena over Exelon's lobbying
efforts in Illinois cast doubt on regulatory relationships in
the region. Concerns around ComEd's franchise renewal
in Chicago continue.
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Company Profile
Exelon serves more customers than any other U.S. utility, with
10 million power and gas customers at its six regulated
utilities in Illinois, Pennsylvania, Maryland, New Jersey,
Delaware, and Washington, D.C. Exelon owns 14 nuclear
plants and 32 gigawatts of generation capacity throughout
North America.

Quantitative Scores Scores

All Rel Sector Rel Country

Quantitative Moat Narrow 97 96 94
Valuation Fairly Valued 12 25 14
Quantitative Uncertainty Low 100 99 100
Financial Health Moderate 80 66 80

Source: Morningstar Equity Research

fUSA

EXC

 Undervalued  Fairly Valued Overvalued 

Valuation
Current 5-Yr Avg

Sector
Median

Country
Median

Price/Quant Fair Value 1.02 1.00 0.89 0.83
Price/Earnings 18.8 16.4 14.8 20.1
Forward P/E 14.4 — 13.7 13.9
Price/Cash Flow 5.3 4.7 6.5 13.1
Price/Free Cash Flow 73.0 86.3 13.1 19.5
Trailing Dividend Yield % 3.14 3.55 3.68 2.35
Price/Book 1.4 1.3 1.4 2.4
Price/Sales 1.2 1.1 1.4 2.4

Profitability
Current 5-Yr Avg

Sector
Median

Country
Median

Return on Equity % 7.6 8.2 9.8 12.9
Return on Assets % 2.0 2.1 3.3 5.2
Revenue/Employee (Mil) 1.1 1.0 1.3 0.3

Financial Health
Current 5-Yr Avg

Sector
Median

Country
Median

Distance to Default 0.7 0.6 0.6 0.5
Solvency Score 640.6 — 584.9 552.4
Assets/Equity 3.9 4.0 2.6 1.7
Long-Term Debt/Equity 1.1 1.1 0.7 0.4

Price vs. Quantitative Fair Value

12

24

36

48

60

2015 2016 2017 2018 2019 2020 Quantitative Fair Value Estimate
Total Return
Sales/Share
Forecast Range
Forcasted Price
Dividend
Split

Momentum: Neutral
Standard Deviation: 14.37
Liquidity: High

41.96 52-Wk 51.18

25.09 5-Yr 51.18

-21.8 32.4 14.7 17.9 1.5 Total Return %
-22.5 19.9 -6.7 23.0 -19.2 +/– Market (Morningstar US Index)
4.47 3.56 3.32 3.06 3.14 Trailing Dividend Yield %
4.47 3.58 3.32 3.06 3.22 Forward Dividend Yield %
12.4 26.9 17.7 11.7 18.8 Price/Earnings

0.8 1.1 1.1 1.2 1.2 Price/Revenue

Morningstar RatingQ

Q
QQ
QQQ
QQQQ
QQQQQ

2014 2015 2016 2017 2018 TTM Financials (Fiscal Year in Mil)
27,429 29,447 31,360 33,531 35,985 35,769 Revenue

10.2 7.4 6.5 6.9 7.3 -0.6  % Change

2,390 4,391 3,160 3,811 3,842 4,012 Operating Income
-34.4 83.7 -28.0 20.6 0.8 4.4  % Change
1,623 2,269 1,134 3,770 2,010 2,332 Net Income

4,457 7,616 8,445 7,480 8,644 8,186 Operating Cash Flow
-6,077 -7,624 -8,553 -7,584 -7,594 -7,587 Capital Spending
-1,620 -8 -108 -104 1,050 599 Free Cash Flow

-5.9 0.0 -0.3 -0.3 2.9 1.7  % Sales

1.88 2.54 1.22 3.97 2.07 2.40 EPS
-6.0 35.1 -52.0 225.4 -47.9 15.9  % Change

-0.03 -1.04 0.82 -1.05 0.99 0.62 Free Cash Flow/Share

1.24 1.24 1.26 1.31 1.38 1.40 Dividends/Share
27.44 28.01 28.17 29.18 32.05 32.30 Book Value/Share

860,000 920,000 924,000 963,000 968,000 970,955 Shares Outstanding (K)

Profitability
7.2 9.4 4.4 13.5 6.6 7.6 Return on Equity %
2.0 2.5 1.1 3.3 1.7 2.0 Return on Assets %
5.9 7.7 3.6 11.2 5.6 6.5 Net Margin %

0.33 0.32 0.30 0.29 0.30 0.30 Asset Turnover
3.8 3.7 4.4 3.9 3.9 3.9 Financial Leverage

21.4 27.3 27.7 27.9 27.7 28.3 Gross Margin %
8.7 14.9 10.1 11.4 10.7 11.2 Operating Margin %

20,010 24,286 32,216 32,565 34,465 33,350 Long-Term Debt

22,608 25,793 25,837 29,857 30,764 31,357 Total Equity
0.6 0.5 0.5 0.5 0.5 0.5 Fixed Asset Turns

Growth Per Share
1-Year 3-Year 5-Year 10-Year

Revenue % 7.2 6.9 7.7 6.7
Operating Income % -2.6 -4.4 1.1 -3.2
Earnings % -48.1 -6.6 0.7 -6.6
Dividends % 5.3 3.6 -1.1 -3.8
Book Value % 2.4 4.3 3.7 6.6
Stock Total Return % 9.4 9.6 10.7 1.8

Quarterly Revenue & EPS
Revenue (Mil) Mar Jun Sep Dec Total
2019 9,477.0 — — — —
2018 9,693.0 8,076.0 9,403.0 8,815.0 35,985.0
2017 8,757.0 7,623.0 8,769.0 8,382.0 33,531.0
2016 7,573.0 6,910.0 9,002.0 7,874.0 31,360.0
Earnings Per Share ()
2019 0.93 — — — —
2018 0.60 0.56 0.76 0.16 2.07
2017 1.07 0.09 0.85 1.94 3.97
2016 0.19 0.29 0.53 0.22 1.22

Revenue Growth Year On Year %

15.6

10.3

-2.6

6.5

10.7

5.9 7.2
5.2

-2.2

2017 2018 2019

Quantitative Equity Report | Release: 01 Aug 2019, 13:35 UTC | Reporting Currency: USD | Trading Currency: USD | Exchange:XNYS

© Morningstar 2019. All Rights Reserved. Unless otherwise provided in a separate agreement, you may use this report only in the country in which its original distributor is based. The information, data, analyses and
opinions presented herein do not constitute investment advice; are provided solely for informational purposes and therefore is not an offer to buy or sell a security; are not warranted to be correct, complete or accurate; and
are subject to change without notice. Except as otherwise required by law, Morningstar shall not be responsible for any trading decisions, damages or other losses resulting from, or related to, the information, data,
analyses or opinions or their use. The information herein may not be reproduced, in any manner without the prior written consent of Morningstar. Please see important disclosures at the end of this report.

ß
®

Page 1 of 1Page 6 of 13

296

Attachment SDR-ROR-10(c)
296 of 587



Research Methodology for Valuing Companies 

 

Qualitative Equity Research Overview  

At the heart of our valuation system is a detailed projection 

of a company's future cash flows, resulting from our 

analysts' research. Analysts create custom industry and 

company assumptions to feed income statement, balance 

sheet, and capital investment assumptions into our globally 

standardized, proprietary discounted cash flow, or DCF, 

modeling templates. We use scenario analysis, in-depth 

competitive advantage analysis, and a variety of other 

analytical tools to augment this process. We believe this 

bottom-up, long-term, fundamentally based approach 

allows our analysts to focus on long-term business drivers, 

which have the greatest valuation impact, rather than short-

term market noise.  

 

Morningstar's equity research group (“we," "our") believes 

that a company's intrinsic worth results from the future 

cash flows it can generate. The Morningstar Rating for 

stocks identifies stocks trading at an uncertainty-adjusted 

discount or premium to their intrinsic worth—or fair value 

estimate, in Morningstar terminology. Five-star stocks sell 

for the biggest risk-adjusted discount to their fair values 

whereas 1-star stocks trade at premiums to their intrinsic 

worth. 

 

Four key components drive the Morningstar rating: (1) our 

assessment of the firm's economic moat, (2) our estimate of 

the stock's fair value, (3) our uncertainty around that fair 

value estimate and (4) the current market price. This 

process ultimately culminates in our single-point star rating. 

 

1. Economic Moat 

The concept of an economic moat plays a vital role not 

only in our qualitative assessment of a firm's long-term 

investment potential, but also in the actual calculation 

of our fair value estimates. An economic moat is a  

structural feature that allows a firm to sustain excess 

profits over a long period of time. We define excess 

economic profits as returns on invested capital (or ROIC) 

over and above our estimate of a firm's cost of capital, 

or weighted average cost of capital (or WACC). Without 

a moat, profits are more susceptible to competition. We 

have identified five sources of economic moats: 

intangible assets, switching costs, network effect, cost 

advantage, and efficient scale. 

 

Companies with a narrow moat are those we believe 

are more likely than not to achieve normalized excess 

returns for at least the next 10 years. Wide-moat 

companies are those in which we have very high 

confidence that excess returns will remain for 10 years, 

with excess returns more likely than not to remain for at 

least 20 years. The longer a firm generates economic 

profits, the higher its intrinsic value. We believe low-

quality no-moat companies will see their normalized 

returns gravitate toward the firm's cost of capital more 

quickly than companies with moats.  

 

To assess the direction of the underlying competitive 

advantages, analysts perform ongoing assessments of 

the moat trend. A firm's moat trend is positive in cases 

where we think its sources of competitive advantage 

are growing stronger; stable where we don't anticipate 

changes to competitive advantages over the next 

several years; or negative when we see signs of 

deterioration. 

 

All the moat and moat trend ratings undergo periodic 

review and any changes must be approved by the 

Morningstar Economic Moat Committee, comprised of 

senior members of Morningstar's equity research 

department. 

 

2. Estimated Fair Value 

Combining our analysts' financial forecasts with the 

firm's economic moat helps us assess how long returns 

on invested capital are likely to exceed the firm's cost of 

capital. Returns of firms with a wide economic moat 

rating are assumed to fade to the perpetuity period over 

a longer period of time than the returns of narrow-moat 

firms, and both will fade slower than no-moat firms, 

increasing our estimate of their intrinsic value.  

 

Our model is divided into three distinct stages: 

 

Stage I: Explicit Forecast  

In this stage, which can last five to 10 years, analysts 

make full financial statement forecasts, including items 

such as revenue, profit margins, tax rates, changes in 

working-capital accounts, and capital spending. Based 

on these projections, we calculate earnings before 

interest, after taxes, or EBI, and the net new 

investment, or NNI, to derive our annual free cash flow 

forecast.  

 

Stage II: Fade  

The second stage of our model is the period it will take 

the company's return on new invested capital—the 

return on capital of the next dollar invested ("RONIC")—

to decline (or rise) to its cost of capital. During the Stage 

II period, we use a formula to approximate cash flows in 

lieu of explicitly modeling the income statement, 

balance sheet, and cash flow statement as we do in 

Stage I. The length of the second stage depends on the 

strength of the company's economic moat. We forecast 

this period to last anywhere from one year (for 

companies with no economic moat) to 10–15 years or 

more (for wide-moat companies). During this period, 

cash flows are forecast using four assumptions: an 

average growth rate for EBI over the period, a 

normalized investment rate, average return on new 

invested capital, or RONIC, and the number of years 

until perpetuity, when excess returns cease. The 

investment rate and return on new invested capital 

decline until the perpetuity stage is reached. In the case 

of firms that do not earn their cost of capital, we 

assume marginal ROICs rise to the firm's cost of capital 

(usually attributable to less reinvestment), and we may 

truncate the second stage.  

 

Stage III: Perpetuity 

Once a company's marginal ROIC hits its cost of capital, 

we calculate a continuing value, using a standard 

perpetuity formula. At perpetuity, we assume that any 

growth or decline or investment in the business neither 

creates nor destroys value and that any new investment 

provides a return in line with estimated WACC. 

 

Because a dollar earned today is worth more than a 

dollar earned tomorrow, we discount our projections of 

cash flows in stages I, II, and III to arrive at a total 

present value of expected future cash flows. Because we 

are modeling free cash flow to the firm—representing cash 

available to provide a return to all capital providers—we 

discount future cash flows using the WACC, which is a 

weighted average of the costs of equity, debt, and preferred 

stock (and any other funding sources), using expected 

future proportionate long-term market-value weights. 

Morningstar Research Methodology for Valuing Companies 
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Research Methodology for Valuing Companies 

 

3. Uncertainty Around That Fair Value Estimate 

Morningstar's Uncertainty Rating captures a range of likely 

potential intrinsic values for a company and uses it to 

assign the margin of safety required before investing, which 

in turn explicitly drives our stock star rating system. The 

Uncertainty Rating represents the analysts' ability to bound 

the estimated value of the shares in a company around the 

fair value estimate, based on the characteristics of the 

business underlying the stock, including operating and 

financial leverage, sales sensitivity to the overall 

economy, product concentration, pricing power, and 

other company-specific factors.  

 

Analysts consider at least two scenarios in addition to 

their base case: a bull case and a bear case. 

Assumptions are chosen such that the analyst believes 

there is a 25% probability that the company will perform 

better than the bull case, and a 25% probability that the 

company will perform worse than the bear case. The 

distance between the bull and bear cases is an 

important indicator of the uncertainty underlying the 

fair value estimate.  

 

Our recommended margin of safety widens as our 

uncertainty of the estimated value of the equity 

increases. The more uncertain we are about the 

estimated value of the equity, the greater the discount 

we require relative to our estimate of the value of the 

firm before we would recommend the purchase of the 

shares. In addition, the uncertainty rating provides 

guidance in portfolio construction based on risk 

tolerance. 

 

Our uncertainty ratings for our qualitative analysis are 

low, medium, high, very high, and extreme. 

 

× Low–margin of safety for 5-star rating is a 20% discount 

and for 1-star rating is 25% premium. 

× Medium–margin of safety for 5-star rating is a 30% 

discount and for 1-star rating is 35% premium. 

× High–margin of safety for 5-star rating is a 40% discount 

and for 1-star rating is 55% premium. 

× Very High–margin of safety for 5-star rating is a 50% 

discount and for 1-star rating is 75% premium. 

× Extreme–margin of safety for 5-star rating is a 75% 

discount and for 1-star rating is 300% premium. 

 

4. Market Price 

The market prices used in this analysis and noted in the 

report come from exchange on which the stock is listed, 

which we believe is a reliable source. 

 

For more details about our methodology, please go to 

https://shareholders.morningstar.com. 

 

 Morningstar Star Rating for Stocks 

Once we determine the fair value estimate of a stock, we 

compare it with the stock's current market price on a daily 

basis, and the star rating is automatically re-calculated at 

the market close on every day the market on which the 

stock is listed is open.  

Please note, there is no predefined distribution of stars. 

That is, the percentage of stocks that earn 5 stars can 

fluctuate daily, so the star ratings, in the aggregate, can 

serve as a gauge of the broader market's valuation. When 

there are many 5-star stocks, the stock market as a whole is 

more undervalued, in our opinion, than when very few 

companies garner our highest rating.  

 

We expect that if our base-case assumptions are true the 

market price will converge on our fair value estimate over 

time, generally within three years (although it is impossible 

to predict the exact time frame in which market prices may 

adjust).  

 

Our star ratings are guideposts to a broad audience and 

individuals must consider their own specific investment 

goals, risk tolerance, tax situation, time horizon, income 

needs, and complete investment portfolio, among other 

factors.  

The Morningstar Star Ratings for stocks are defined below: 

 

QQQQQ We believe appreciation beyond a fair risk-

adjusted return is highly likely over a multiyear time frame. 

The current market price represents an excessively 

pessimistic outlook, limiting downside risk and maximizing 

upside potential.  

 

QQQQ We believe appreciation beyond a fair risk-

adjusted return is likely.  

 

QQQ Indicates our belief that investors are likely to 

receive a fair risk-adjusted return (approximately cost of 

equity). 

 

QQ We believe investors are likely to receive a less than 

fair risk-adjusted return.  

 

Q Indicates a high probability of undesirable risk-adjusted 

returns from the current market price over a multiyear time 

frame, based on our analysis. The market is pricing in an 

excessively optimistic outlook, limiting upside potential and 

leaving the investor exposed to Capital loss.  

 Morningstar Equity Research Star Rating Methodology 
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Research Methodology for Valuing Companies 

 

Other Definitions 

 

Last Price: Price of the stock as of the close of the market 

of the last trading day before date of the report. 

 

Stewardship Rating: Represents our assessment of 

management's stewardship of shareholder capital, with 

particular emphasis on capital allocation decisions. Analysts 

consider companies' investment strategy and valuation, 

financial leverage, dividend and share buyback policies, 

execution, compensation, related party transactions, and 

accounting practices. Corporate governance practices are 

only considered if they've had a demonstrated impact on 

shareholder value. Analysts assign one of three ratings: 

"Exemplary," "Standard," and "Poor." Analysts judge 

stewardship from an equity holder's perspective. Ratings 

are determined on an absolute basis. Most companies will 

receive a Standard rating, and this is the default rating in 

the absence of evidence that managers have made 

exceptionally strong or poor capital allocation decisions. 

 

Quantitative Valuation: Using the below terms, intended to 

denote the relationship between the security's Last Price 

and Morningstar's quantitative fair value estimate for that 

security. 

 

× Undervalued: Last Price is below Morningstar's 

quantitative fair value estimate. 

× Fairly Valued: Last Price is in line with Morningstar's 

quantitative fair value estimate. 

× Overvalued: Last Price is above Morningstar's 

quantitative fair value estimate. 

 

Risk Warning 

Please note that investments in securities are subject to 

market and other risks and there is no assurance or 

guarantee that the intended investment objectives will be 

achieved. Past performance of a security may or may not be 

sustained in future and is no indication of future 

performance. A security investment return and an investor's 

principal value will fluctuate so that, when redeemed, an 

investor's shares may be worth more or less than their 

original cost. A security's current investment performance 

may be lower or higher than the investment performance 

noted within the report. Morningstar's Uncertainty Rating 

serves as a useful data point with respect to sensitivity 

analysis of the assumptions used in our determining a fair 

value price.  

 

Quantitative Equity Reports Overview 

The quantitative report on equities consists of data, 

statistics and quantitative equity ratings on equity 

securities. Morningstar, Inc.'s quantitative equity ratings are 

forward looking and are generated by a statistical model 

that is based on Morningstar Inc.'s analyst-driven equity 

ratings and quantitative statistics. Given the nature of the 

quantitative report and the quantitative ratings, there is no 

one analyst in which a given report is attributed to; 

however, Mr. Lee Davidson, Head of Quantitative Research 

for Morningstar, Inc., is responsible for overseeing the 

methodology that supports the quantitative equity ratings 

used in this report. As an employee of Morningstar, Inc., 

Mr. Davidson is guided by Morningstar, Inc.'s Code of Ethics 

and Personal Securities Trading Policy in carrying out his 

responsibilities. 

 

Quantitative Equity Ratings 

Morningstar's quantitative equity ratings consist of: 

(i)  Quantitative Fair Value Estimate  

(ii)  Quantitative Star Rating 

(iii)  Quantitative Uncertainty  

(iv)  Quantitative Economic Moat  

(v)  Quantitative Financial Health  

(collectively the "Quantitative Ratings"). 

 

The Quantitative Ratings are calculated daily and derived 

from the analyst-driven ratings of a company's peers as 

determined by statistical algorithms. Morningstar, Inc. 

("“Morningstar," "we," "our") calculates Quantitative 

Ratings for companies whether it already provides analyst 

ratings and qualitative coverage. In some cases, the 

Quantitative Ratings may differ from the analyst ratings 

because a company's analyst-driven ratings can 

significantly differ from other companies in its peer group. 

 

Quantitative Fair Value Estimate: Intended to represent 

Morningstar's estimate of the per share dollar amount that 

a company's equity is worth today. Morningstar calculates 

the quantitative fair value estimate using a statistical model 

derived from the fair value estimate Morningstar's equity 

analysts assign to companies. Please go to 

https://shareholders.morningstar.com for information about 

fair value estimates Morningstar's equity analysts assign to 

companies. 

 

Quantitative Economic Moat: Intended to describe the 

strength of a firm's competitive position. It is calculated 

using an algorithm designed to predict the Economic Moat 

rating a Morningstar analyst would assign to the stock. The 

rating is expressed as Narrow, Wide, or None. 

 

× Narrow: assigned when the probability of a stock 

receiving a "Wide Moat" rating by an analyst is greater 

than 70% but less than 99%.  

× Wide: assigned when the probability of a stock receiving 

a "Wide Moat" rating by an analyst is greater than 99%. 

× None: assigned when the probability of an analyst 

receiving a "Wide Moat" rating by an analyst is less than 

70%. 

 

Quantitative Star Rating: Intended to be the summary 

rating based on the combination of our Quantitative Fair 

Value Estimate, current market price, and the Quantitative 

Uncertainty Rating. The rating is expressed as 1-Star, 2-Star, 

3-Star, 4-Star, and 5-Star. 

 

Q: the stock is overvalued with a reasonable margin of 

safety.  

Log (Quant FVE/Price)<–1*Quantitative Uncertainty 

 

QQ: the stock is somewhat overvalued.  

Log (Quant FVE/Price) between (–1*Quantitative 

Uncertainty, –0.5*Quantitative Uncertainty) 

 

QQQ: the stock is approximately fairly valued.  

Log (Quant FVE/Price) between (–0.5*Quantitative 

Uncertainty, 0.5*Quantitative Uncertainty) 

 

QQQQ: the stock is somewhat undervalued.  

Log (Quant FVE/Price) between (0.5*Quantitative 

Uncertainty, 1*Quantitative Uncertainty) 

 

QQQQQ: the stock is undervalued with a reasonable 

margin of safety. Log (Quant FVE/Price) >1*Quantitative 

Uncertainty 

 

Quantitative Uncertainty: Intended to represent 

Morningstar's level of uncertainty about the accuracy of the 

quantitative fair value estimate. Generally, the lower the 

quantitative Uncertainty, the narrower the potential range 

of outcomes for that particular company. The rating is 

expressed as Low, Medium, High, Very High, and Extreme. 

 

× Low: the interquartile range for possible fair values is less 

than 10%. 

× Medium: the interquartile range for possible fair values is 

less than 15% but greater than 10%. 

× High: the interquartile range for possible fair values is 

less than 35% but greater than 15%. 

× Very High: the interquartile range for possible fair values 

is less than 80% but greater than 35%. 

× Extreme: the interquartile range for possible fair values is 

greater than 80%. 

 

Quantitative Financial Health: Intended to reflect the 

probability that a firm will face financial distress in the near 

future. The calculation uses a predictive model designed to 

anticipate when a company may default on its financial 

obligations. The rating is expressed as Weak, Moderate, 

and Strong. 

 

× Weak: assigned when Quantitative Financial Health <0.2 

× Moderate: assigned when Quantitative Financial Health 

is between 0.2 and 0.7 

× Strong: assigned when Quantitative Financial Health >0.7 
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Research Methodology for Valuing Companies 

 

Other Definitions 

 

Last Close: Price of the stock as of the close of the market 

of the last trading day before date of the report. 

 

Quantitative Valuation: Using the below terms, intended to 

denote the relationship between the security's Last Price 

and Morningstar's quantitative fair value estimate for that 

security.  

 

× Undervalued: Last Price is below Morningstar's 

quantitative fair value estimate. 

× Fairly Valued: Last Price is in line with Morningstar's 

quantitative fair value estimate. 

× Overvalued: Last Price is above Morningstar's 

quantitative fair value estimate. 

 

This Report has not been made available to the issuer of the 

security prior to publication. 

 

Risk Warning 

Please note that investments in securities are subject to 

market and other risks and there is no assurance or 

guarantee that the intended investment objectives will be 

achieved. Past performance of a security may or may not be 

sustained in future and is no indication of future 

performance. A security investment return and an investor's 

principal value will fluctuate so that, when redeemed, an 

investor's shares may be worth more or less than their 

original cost. A security's current investment performance 

may be lower or higher than the investment performance 

noted within the report. 

 

The quantitative equity ratings are not statements of fact. 

Morningstar does not guarantee the completeness or 

accuracy of the assumptions or models used in determining 

the quantitative equity ratings. In addition, there is the risk 

that the price target will not be met due to such things as 

unforeseen changes in demand for the company's products, 

changes in management, technology, economic 

development, interest rate development, operating and/or 

material costs, competitive pressure, supervisory law, 

exchange rate, and tax rate. For investments in foreign 

markets there are further risks, generally based on 

exchange rate changes or changes in political and social 

conditions. 

  

A change in the fundamental factors underlying the 

quantitative equity ratings can mean that the valuation is 

subsequently no longer accurate.  

 

For more information about Morningstar's quantitative 

methodology, please visit 

http://global.morningstar.com/equitydisclosures. 
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General Disclosure
The analysis within this report is prepared by the person
(s) noted in their capacity as an analyst for Morningstar’s
equity research group. The equity research group
consists of various Morningstar, Inc. subsidiaries
(“Equity Research Group)”. In the United States, that
subsidiary is Morningstar Research Services LLC, which
is registered with and governed by the U.S. Securities
and Exchange Commission.

The opinions expressed within the report are given in
good faith, are as of the date of the report and are
subject to change without notice. Neither the analyst
nor Equity Research Group commits themselves in
advance to whether and in which intervals updates to
the report are expected to be made. The written analysis
and Morningstar Star Rating for stocks are statements
of opinions; they are not statements of fact.

The Equity Research Group believes its analysts make
a reasonable effort to carefully research information
contained in the analysis. The information on which the
analysis is based has been obtained from sources
believed to be reliable such as, for example, the
company’s financial statements filed with a regulator,
company website, Bloomberg and any other the
relevant press sources. Only the information obtained
from such sources is made available to the issuer who
is the subject of the analysis, which is necessary to
properly reconcile with the facts. Should this sharing of
information result in considerable changes, a statement
of that fact will be noted within the report. While the
Equity Research Group has obtained data, statistics and
information from sources it believes to be reliable,
neither the Equity Research Group nor Morningstar, Inc.
performs an audit or seeks independent verification of
any of the data, statistics, and information it receives.

General Quantitative Disclosure
The Quantitative Equity Report (“Report”) is derived
from data, statistics and information within
Morningstar, Inc.’s database as of the date of the Report
and is subject to change without notice. The Report is
for informational purposes only, intended for financial
professionals and/or sophisticated investors (“Users”)
and should not be the sole piece of information used by
such Users or their clients in making an investment
decision. The quantitative equity ratings noted the
Report are provided in good faith, are as of the date of

the Report and are subject to change. While
Morningstar has obtained data, statistics and
information from sources it believes to be reliable,
Morningstar does not perform an audit or seeks
independent verification of any of the data, statistics,
and information it receives.

The quantitative equity ratings are not a market call,
and do not replace the User or User’s clients from
conducting their own due-diligence on the security. The
quantitative equity rating is not a suitability
assessment; such assessments take into account may
factors including a person’s investment objective,
personal and financial situation, and risk tolerance all
of which are factors the quantitative equity rating
statistical model does not and did not consider.

Prices noted with the Report are the closing prices on
the last stock-market trading day before the publication
date stated, unless another point in time is explicitly
stated.

General Disclosure (applicable to both Quantitative
and Qualitative Research)
Unless otherwise provided in a separate agreement,
recipients accessing this report may only use it in the
country in which the Morningstar distributor is based.
Unless stated otherwise, the original distributor of the
report is Morningstar Research Services LLC, a U.S.A.
domiciled financial institution.

This report is for informational purposes only and has
no regard to the specific investment objectives,

financial situation or particular needs of any specific
recipient. This publication is intended to provide
information to assist institutional investors in making
their own investment decisions, not to provide
investment advice to any specific investor. Therefore,
investments discussed and recommendations made
herein may not be suitable for all investors:  recipients
must exercise their own independent judgment as to
the suitability of such investments and recommendations
in the light of their own investment objectives,
experience, taxation status and financial position.

The information, data, analyses and opinions presented
herein are not warranted to be accurate, correct,
complete or timely. Unless otherwise provided in a
separate agreement, neither Morningstar, Inc. or the
Equity Research Group represents that the report
contents meet all of the presentation and/or disclosure
standards applicable in the jurisdiction the recipient is
located.

Except as otherwise required by law or provided for in
a separate agreement, the analyst, Morningstar, Inc.
and the Equity Research Group and their officers,
directors and employees shall not be responsible or
liable for any trading decisions, damages or other
losses resulting from, or related to, the information,
data, analyses or opinions within the report. The Equity
Research Group encourages recipients of this report to
read all relevant issue documents (e.g., prospectus)
pertaining to the security concerned, including without
limitation, information relevant to its investment
objectives, risks, and costs before making an

Morningstar Equity Analyst Report |Page 11 of 13

Exelon Corp   EXC   (XNYS)
Morningstar Rating Last Price Fair Value Estimate Price/Fair Value Trailing Dividend Yield % Forward Dividend Yield % Market Cap (Bil) Industry Stewardship

31 Jul 2019
21:40, UTC

31 Jul 2019 12 Feb 2019
22:52, UTC

31 Jul 2019 31 Jul 2019 31 Jul 2019
QQQ 45.06 USD 43.00 USD 1.05 3.14 3.22 43.75 Utilities - Diversified Standard

© Morningstar 2019. All Rights Reserved. Unless otherwise provided in a separate agreement, you may use this report only in the country in which its original distributor is based. The information, data, analyses and opinions presented herein do not constitute investment advice; are provided
solely for informational purposes and therefore are not an offer to buy or sell a security; and are not warranted to be correct, complete or accurate. The opinions expressed are as of the date written and are subject to change without notice. Except as otherwise required by law, Morningstar shall
not be responsible for any trading decisions, damages or other losses resulting from, or related to, the information, data, analyses or opinions or their use. The information contained herein is the proprietary property of Morningstar and may not be reproduced, in whole or in part, or used in any
manner, without the prior written consent of Morningstar. Investment research is produced and issued by subsidiaries of Morningstar, Inc. including, but not limited to, Morningstar Research Services LLC, registered with and governed by the U.S. Securities and Exchange Commission. To order
reprints, call +1 312-696-6100. To license the research, call +1 312-696-6869. 

?
301

Attachment SDR-ROR-10(c)
301 of 587



investment decision and when deemed necessary, to
seek the advice of a legal, tax, and/or accounting
professional.

The Report and its contents are not directed to, or
intended for distribution to or use by, any person or
entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be
contrary to law or regulation or which would subject
Morningstar, Inc. or its affiliates to any registration or
licensing requirements in such jurisdiction.

Where this report is made available in a language other
than English and in the case of inconsistencies between
the English and translated versions of the report, the
English version will control and supersede any
ambiguities associated with any part or section of a
report that has been issued in a foreign language.
Neither the analyst, Morningstar, Inc., or the Equity
Research Group guarantees the accuracy of the
translations.

This report may be distributed in certain localities,
countries and/or jurisdictions (“Territories”) by
independent third parties or independent intermediaries
and/or distributors (“Distributors”). Such Distributors
are not acting as agents or representatives of the
analyst, Morningstar, Inc. or the Equity Research Group.
In Territories where a Distributor distributes our report,
the Distributor is solely responsible for complying with
all applicable regulations, laws, rules, circulars, codes
and guidelines established by local and/or regional
regulatory bodies, including laws in connection with the
distribution third-party research reports.

Conflicts of Interest:

• No interests are held by the analyst with respect to
the security subject of this investment research report.
– Morningstar, Inc. may hold a long position in the
security subject of this investment research report that
exceeds 0.5% of the total issued share capital of the
security. To determine if such is the case, please click
http://msi.morningstar.com and http://mdi.morningstar.com.

• Analysts' compensation is derived from Morningstar,
Inc.'s overall earnings and consists of salary, bonus and
in some cases restricted stock.

• Neither Morningstar, Inc. or the Equity Research
Group receives commissions for providing research nor
do they charge companies to be rated.

• Neither Morningstar, Inc. or the Equity Research
Group is a market maker or a liquidity provider of the
security noted within this report.

• Neither Morningstar, Inc. or the Equity Research
Group has been a lead manager or co-lead manager
over the previous 12-months of any publicly disclosed
offer of financial instruments of the issuer.

• Morningstar, Inc.’s investment management group
does have arrangements with financial institutions to
provide portfolio management/investment advice some
of which an analyst may issue investment research
reports on. However, analysts do not have authority over
Morningstar's investment management group's
business arrangements nor allow employees from the
investment management group to participate or
influence the analysis or opinion prepared by them.

• Morningstar, Inc. is a publically traded company
(Ticker Symbol:  MORN) and thus a financial institution
the security of which is the subject of this report may
own more than 5% of Morningstar, Inc.’s total
outstanding shares. Please access Morningstar, Inc.’s
proxy statement, “Security Ownership of Certain
Beneficial Owners and Management” section https:
//shareholders.morningstar.com/investor-relations/fin
ancials/sec-filings/default.aspx

• Morningstar, Inc.  may provide the product issuer or
its related entities with services or products for a fee
and on an arms’ length basis including software
products and licenses, research and consulting
services, data services, licenses to republish our ratings
and research in their promotional material, event
sponsorship and website advertising.

Further information on Morningstar, Inc.'s conflict of
interest policies is available from http://global.mornin
gstar.com/equitydisclosures. Also, please note analysts
are subject to the CFA Institute’s Code of Ethics and
Standards of Professional Conduct.

For a list of securities which the Equity Research Group

currently covers and provides written analysis on
please contact your local Morningstar office. In
addition, for historical analysis of securities covered,
including their fair value estimate, please contact your
local office.

For Recipients in Australia: This Report has been
issued and distributed in Australia by Morningstar
Australasia Pty Ltd (ABN:  95 090 665 544; ASFL:
240892). Morningstar Australasia Pty Ltd is the provider
of the general advice (‘the Service’) and takes
responsibility for the production of this report. The
Service is provided through the research of investment
products. To the extent the Report contains general
advice it has been prepared without reference to an
investor’s objectives, financial situation or needs.
Investors should consider the advice in light of these
matters and, if applicable, the relevant Product
Disclosure Statement before making any decision to
invest. Refer to our Financial Services Guide (FSG) for
more information at http://www.morningstar.com.au/fsg.pdf
.

For Recipients in Canada: This research is not
prepared subject to Canadian disclosure requirements.

For Recipients in Hong Kong: The Report is
distributed by Morningstar Investment Management
Asia Limited, which is regulated by the Hong Kong
Securities and Futures Commission to provide services
to professional investors only. Neither Morningstar
Investment Management Asia Limited, nor its
representatives, are acting or will be deemed to be
acting as an investment advisor to any recipients of this
information unless expressly agreed to by Morningstar
Investment Management Asia Limited. For enquiries
regarding this research, please contact a Morningstar
Investment Management Asia Limited Licensed
Representative at http://global.morningstar.com/equi
tydisclosures .

For Recipients in India: This Investment Research is
issued by Morningstar Investment Adviser India Private
Limited.  Morningstar Investment Adviser India Private
Limited is registered with the Securities and Exchange
Board of India (Registration number INA000001357)
and provides investment advice and research.
Morningstar Investment Adviser India Private Limited
has not been the subject of any disciplinary action by
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SEBI or any other legal/regulatory body. Morningstar
Investment Adviser India Private Limited is a wholly
owned subsidiary of Morningstar Investment
Management LLC. In India, Morningstar Investment
Adviser India Private Limited has one associate,
Morningstar India Private Limited, which provides data
related services, financial data analysis and software
development.

The Research Analyst has not served as an officer,
director or employee of the fund company within the
last 12 months, nor has it or its associates engaged in
market making activity for the fund company.

*The Conflicts of Interest disclosure above also applies
to relatives and associates of Manager Research
Analysts in India # The Conflicts of Interest disclosure
above also applies to associates of Manager Research
Analysts in India. The terms and conditions on which
Morningstar Investment Adviser India Private Limited
offers Investment Research to clients, varies from client
to client, and are detailed in the respective client
agreement.

For recipients in Japan: The Report is distributed by
Ibbotson Associates Japan, Inc., which is regulated by
Financial Services Agency. Neither Ibbotson Associates
Japan, Inc., nor its representatives, are acting or will
be deemed to be acting as an investment advisor to any
recipients of this information.

For recipients in Singapore: This Report is
distributed by Morningstar Investment Adviser
Singapore Pte Limited, which is licensed by the
Monetary Authority of Singapore to provide financial
advisory services in Singapore. Investors should consult
a financial adviser regarding the suitability of any
investment product, taking into account their specific
investment objectives, financial situation or particular
needs, before making any investment decisions.
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Market Cap (USD Mil) 43,751

52-Week High (USD) 51.18

52-Week Low (USD) 41.72

52-Week Total Return % 9.4

YTD Total Return % 1.5

Last Fiscal Year End 31 Dec 2018

5-Yr Forward Revenue CAGR % 1.3

5-Yr Forward EPS CAGR % 3.8

Price/Fair Value 1.05

2017 2018 2019(E) 2020(E)

Price/Earnings 14.7 16.8 14.5 16.3
EV/EBITDA 9.0 9.5 9.0 9.2
EV/EBIT 17.0 20.1 18.1 19.4
Free Cash Flow Yield % -0.3 2.4 4.6 1.4
Dividend Yield % 3.3 3.1 3.1 3.2

2017 2018 2019(E) 2020(E)

Revenue 33,531 35,985 32,850 33,735

Revenue YoY % 6.9 7.3 -8.7 2.7

EBIT 4,260 3,898 4,402 4,112

EBIT YoY % 36.9 -8.5 12.9 -6.6

Net Income, Adjusted 2,543 2,597 3,006 2,695

Net Income YoY % 2.4 2.1 15.8 -10.4

Diluted EPS 2.68 2.68 3.10 2.77

Diluted EPS YoY % — — 15.6 -10.5

Free Cash Flow 38 2,338 2,268 1,152

Free Cash Flow YoY % -100.6 NM -3.0 -49.2

Merchant Power Segment Weakness Supports Our Negative
View of Exelon

Andrew Bischof, CFA, CPA
Senior Equity Analyst
Morningstar

Important Disclosure

The conduct of Morningstar’s analysts is
governed by Code of Ethics/Code of Conduct
Policy, Personal Security Trading Policy (or
an equivalent of), and Investment Research
Policy. For information regarding conflicts
of interest, visit 

Research as of 01 Aug 2019
Estimates as of 01 Aug 2019
Pricing data through 31 Jul 2019 00:00
Rating updated as of 31 Jul 2019 00:00

Analyst Note 01 Aug 2019

Exelon serves more customers than any other U.S. utility, with 10 million
power and gas customers at its six regulated utilities in Illinois,
Pennsylvania, Maryland, New Jersey, Delaware, and Washington, D.C.
Exelon owns 14 nuclear plants and 32 gigawatts of generation capacity
throughout North America.

Profile

Vital Statistics

Valuation Summary and Forecasts

Financial Summary and Forecasts

The primary analyst covering this company
does not own its stock.

Currency amounts expressed with "$" are in
U.S. dollars (USD) unless otherwise denoted.

Historical/forecast data sources are Morningstar Estimates and may reflect adjustments.

(USD Mil)

Contents

Analyst Note

Morningstar Analyst Forecasts

Methodology for Valuing Companies

Fiscal Year:

Fiscal Year:

http://global.morningstar
.com/equitydisclosures

We are reaffirming our $43 fair value estimate and our
narrow moat and stable moat trend ratings for Exelon after
the company announced adjusted second-quarter earnings
per share of $0.60, down from $0.71 per share in the same
year-ago period. Management reaffirmed its 2019 earnings
guidance range of $3.00-$3.30, consistent with our full-year
2019 expectations.

Exelon's merchant generation business continues to be our
main concern, and the core reason we value Exelon at a
steep discount to core regulated utilities in our coverage
universe. The unit was the sole reason for the quarter-over-
quarter decline, erasing any benefit from Exelon's improving
regulated operations. The future for the unit looks bleak,
with the recent steep decline in forward power prices further
pressuring the unit. Management's aggressive hedging
strategy enhances the risk, with generation 60% unhedged
in 2021.

Exelon previously benefited from nuclear subsidies, but Ohio
legislation supporting FirstEnergy's nuclear generation was
one reason for the forward power price sell off. Low natural
gas prices and mild weather also contributed to the sell-off.
In Pennsylvania, Three Mile Island is scheduled to close this
fall, after the state failed to pass legislation supporting
Exelon's nuclear generation. However, while we have
previously maintained that legislation would be difficult in
a state with cheap Marcellus natural gas, successful
legislation in Ohio leads us to increase the probability of
nuclear support in Pennsylvania.

Partially offsetting the merchant unit's weakness were
positive contributions from the regulated utilities.
Consolidated return on equity was 10.2%, with a 20-basis-
point improvement to 9.3% at BGE and Pepco. Pending rate
cases at the two units should further enhance returns at the

1
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units. A subpoena over Exelon's lobbying efforts in Illinois
cast doubt on regulatory relationships in the region.
Concerns around ComEd's franchise renewal in Chicago
continue.
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Growth (% YoY)
3-Year

Hist. CAGR 2016 2017 2018 2019 2020
5-Year

Proj. CAGR

Revenue 6.9 6.5 6.9 7.3 -8.7 2.7 1.3
EBIT -4.0 -29.4 36.9 -8.5 12.9 -6.6 10.7
EBITDA 6.4 2.8 14.8 2.0 7.2 -2.3 6.4
Net Income 5.3 11.7 2.4 2.1 15.8 -10.4 4.0
Diluted EPS 2.5 7.6 — — 15.6 -10.5 3.8
Earnings Before Interest, after Tax 3.9 -14.4 9.3 19.7 -20.6 -3.6 2.4
Free Cash Flow 60.9 -1,243.2 -100.6 NM -3.0 -49.2 16.8

Profitability
3-Year

Hist. Avg 2016 2017 2018 2019 2020
5-Year

Proj. Avg

Operating Margin % 11.2 9.9 12.7 10.8 13.4 12.2 14.3
EBITDA Margin % 23.2 22.5 24.1 22.9 26.9 25.6 27.4
Net Margin % 7.6 7.9 7.6 7.2 9.2 8.0 8.4
Free Cash Flow Margin % -4.6 -20.5 0.1 6.5 6.9 3.4 7.4
ROIC % 2.1 2.3 1.9 1.9 4.9 4.9 5.5
Adjusted ROIC % 2.2 2.5 2.1 2.1 5.3 5.3 6.0
Return on Assets % 2.0 1.1 3.3 1.7 2.5 2.2 2.4
Return on Equity % 8.2 4.4 13.6 6.6 9.5 8.1 8.6

Leverage
3-Year

Hist. Avg 2016 2017 2018 2019 2020
5-Year

Proj. Avg

Debt/Capital 0.56 0.58 0.54 0.54 0.53 0.52 0.50
Total Debt/EBITDA 4.64 5.10 4.40 4.43 4.13 4.23 3.76
EBITDA/Interest Expense 5.03 4.59 5.18 5.31 6.11 5.57 5.64

2017 2018 2019(E) 2020(E)

Price/Fair Value 1.19 1.13 — —
Price/Earnings 14.7 16.8 14.5 16.3
EV/EBITDA 9.0 9.5 9.0 9.2
EV/EBIT 17.0 20.1 18.1 19.4
Free Cash Flow Yield % -0.3 2.4 4.6 1.4
Dividend Yield % 3.3 3.1 3.1 3.2

Cost of Equity % 9.0
Pre-Tax Cost of Debt % 6.5
Weighted Average Cost of Capital % 7.0
Long-Run Tax Rate % 25.0
Stage II EBI Growth Rate % 4.0
Stage II Investment Rate % 50.0
Perpetuity Year 15

USD Mil
Firm Value

(%)
Per Share

Value

Present Value Stage I 10,528 14.0 10.84
Present Value Stage II 17,975 23.9 18.51
Present Value Stage III 46,845 62.2 48.23
Total Firm Value 75,348 100.0 77.57

Cash and Equivalents 1,349 — 1.39
Debt -36,528 — -37.61
Preferred Stock — — —
Other Adjustments 60 — 0.06
Equity Value 40,229 — 41.42

Projected Diluted Shares 971

Fair Value per Share 43.00

Morningstar Analyst Forecasts

ForecastFiscal Year Ends in December

Financial Summary and Forecasts

Valuation Summary and Forecasts

Key Valuation Drivers

Discounted Cash Flow Valuation

Additional estimates and scenarios available for download at http://select.morningstar.com.

      The data in the table above represent base-case forecasts in the company’s reporting
currency as of the beginning of the current year. Our fair value estimate may differ from the
equity value per share shown above due to our time value of money adjustment and in cases
where probability-weighted scenario analysis is performed.
    

(USD)
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2016 2017 2018 2019 2020
Revenue 31,360 33,531 35,985 32,850 33,735

Cost of Goods Sold 12,640 14,035 16,670 13,860 14,745
Gross Profit 18,720 19,496 19,315 18,991 18,989

Selling, General & Administrative Expenses 10,048 10,126 9,337 8,336 8,495
Other Operating Expense (Income) 1,576 1,731 1,783 1,809 1,851
Other Operating Expense (Income) 48 -449 -56 — —
Depreciation & Amortization (if reported separately) 3,936 3,828 4,353 4,443 4,532
Operating Income (ex charges) 3,112 4,260 3,898 4,402 4,112

Restructuring & Other Cash Charges — — — — —
Impairment Charges (if reported separately) — — — — —
Other Non-Cash (Income)/Charges — — — — —
Operating Income (incl charges) 3,112 4,260 3,898 4,402 4,112

Interest Expense 1,536 1,560 1,554 1,448 1,551
Interest Income 389 1,024 -140 850 850
Pre-Tax Income 1,965 3,724 2,204 3,805 3,411

Income Tax Expense 761 -125 120 799 716

Other After-Tax Cash Gains (Losses) — — — — —
Other After-Tax Non-Cash Gains (Losses) — — — — —
(Minority Interest) -62 -62 -74 — —
(Preferred Dividends) -8 -8 — — —
Net Income 1,134 3,779 2,010 3,006 2,695

Weighted Average Diluted Shares Outstanding 927 949 969 971 972
Diluted Earnings Per Share 1.22 3.98 2.07 3.10 2.77

Adjusted Net Income 2,484 2,543 2,597 3,006 2,695
Diluted Earnings Per Share (Adjusted) 2.68 2.68 2.68 3.10 2.77

Dividends Per Common Share 1.26 1.26 1.26 1.41 1.44

EBITDA 8,688 9,687 9,869 8,845 8,644
Adjusted EBITDA 7,048 8,088 8,251 8,845 8,644

Morningstar Analyst Forecasts

Income Statement (USD Mil)
Fiscal Year Ends in December Forecast
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Last Price Fair Value Uncertainty Economic Moat™ Moat Trend™ Stewardship Industry Group

45.06 USD 43.00 USD Medium Narrow Stable Standard Utilities - Regulated

Exelon Corp EXC (NYSE) | QQQ

2016 2017 2018 2019 2020

Cash and Equivalents 635 898 1,349 1,433 699
Investments — — — — —
Accounts Receivable 5,359 5,533 5,863 5,670 5,823
Inventory 1,638 1,651 1,685 1,823 1,939
Deferred Tax Assets (Current) — — — — —
Other Short Term Assets 4,780 3,752 4,463 4,000 4,000
Current Assets 12,412 11,834 13,360 12,925 12,461

Net Property Plant, and Equipment 71,555 74,202 76,707 79,839 82,457
Goodwill 6,677 6,677 6,677 6,677 6,677
Other Intangibles — — — — —
Deferred Tax Assets (Long-Term) — — — — —
Other Long-Term Operating Assets 10,046 8,021 8,237 9,000 9,000
Long-Term Non-Operating Assets 14,214 15,966 14,685 14,685 14,685
Total Assets 114,904 116,700 119,666 123,127 125,280

Accounts Payable 3,449 3,537 3,805 3,797 3,838
Short-Term Debt 3,697 3,017 2,063 2,063 2,063
Deferred Tax Liabilities (Current) — — — — —
Other Short-Term Liabilities 6,311 4,242 5,536 6,100 6,100
Current Liabilities 13,457 10,796 11,404 11,960 12,001

Long-Term Debt 32,216 32,565 34,465 34,465 34,465
Deferred Tax Liabilities (Long-Term) 18,138 11,222 11,330 12,000 12,750
Other Long-Term Operating Liabilities 4,187 9,865 9,559 10,500 10,500
Long-Term Non-Operating Liabilities 19,294 20,120 19,838 19,838 19,838
Total Liabilities 87,292 84,568 86,596 88,763 89,554

Preferred Stock — — — — —
Common Stock 18,794 18,964 19,116 19,116 19,116
Additional Paid-in Capital — — — 60 120
Retained Earnings (Deficit) 12,030 13,503 14,766 16,410 17,713
(Treasury Stock) -2,327 -123 -123 -123 -123
Other Equity -2,660 -2,487 -2,995 -2,700 -2,700
Shareholder's Equity 25,837 29,857 30,764 32,763 34,126

Minority Interest 1,775 2,275 2,306 1,600 1,600
Total Equity 27,612 32,132 33,070 34,363 35,726

Morningstar Analyst Forecasts

Balance Sheet  (USD Mil)
Fiscal Year Ends in December Forecast
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45.06 USD 43.00 USD Medium Narrow Stable Standard Utilities - Regulated

Exelon Corp EXC (NYSE) | QQQ

2016 2017 2018 2019 2020

Net Income 1,204 3,849 2,084 3,006 2,695

Depreciation 5,576 5,427 5,971 4,443 4,532
Amortization — — — — —
Stock-Based Compensation — — — — —
Impairment of Goodwill — — — — —
Impairment of Other Intangibles — — — — —
Deferred Taxes 664 -361 -106 670 750
Other Non-Cash Adjustments 1,482 380 1,715 — —

(Increase) Decrease in Accounts Receivable -432 -426 -565 193 -153
(Increase) Decrease in Inventory 7 -72 -37 -138 -116
Change in Other Short-Term Assets -827 -927 -969 463 —
Increase (Decrease) in Accounts Payable 771 -390 551 -8 41
Change in Other Short-Term Liabilities — — — 564 —
Cash From Operations 8,445 7,480 8,644 9,193 7,748

(Capital Expenditures) -8,553 -7,584 -7,594 -7,175 -7,150
Net (Acquisitions), Asset Sales, and Disposals -6,934 -208 -154 -400 —
Net Sales (Purchases) of Investments — — — — —
Other Investing Cash Flows -16 -142 -86 178 —
Cash From Investing -15,503 -7,934 -7,834 -7,397 -7,150

Common Stock Issuance (or Repurchase) 55 150 105 60 60
Common Stock (Dividends) -1,166 -1,236 -1,332 -1,361 -1,392
Short-Term Debt Issuance (or Retirement) -575 -340 -213 — —
Long-Term Debt Issuance (or Retirement) 2,780 980 1,329 — —
Other Financing Cash Flows 97 1,163 -108 -706 —
Cash From Financing 1,191 717 -219 -2,007 -1,332

Exchange Rates, Discontinued Ops, etc. (net) — — — 295 —
Net Change in Cash -5,867 263 591 84 -734

Morningstar Analyst Forecasts

Cash Flow  (USD Mil)
Fiscal Year Ends in December Forecast
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Research Methodology for Valuing Companies 

 

Qualitative Equity Research Overview  

At the heart of our valuation system is a detailed projection 

of a company's future cash flows, resulting from our 

analysts' research. Analysts create custom industry and 

company assumptions to feed income statement, balance 

sheet, and capital investment assumptions into our globally 

standardized, proprietary discounted cash flow, or DCF, 

modeling templates. We use scenario analysis, in-depth 

competitive advantage analysis, and a variety of other 

analytical tools to augment this process. We believe this 

bottom-up, long-term, fundamentally based approach 

allows our analysts to focus on long-term business drivers, 

which have the greatest valuation impact, rather than short-

term market noise.  

 

Morningstar's equity research group (“we," "our") believes 

that a company's intrinsic worth results from the future 

cash flows it can generate. The Morningstar Rating for 

stocks identifies stocks trading at an uncertainty-adjusted 

discount or premium to their intrinsic worth—or fair value 

estimate, in Morningstar terminology. Five-star stocks sell 

for the biggest risk-adjusted discount to their fair values 

whereas 1-star stocks trade at premiums to their intrinsic 

worth. 

 

Four key components drive the Morningstar rating: (1) our 

assessment of the firm's economic moat, (2) our estimate of 

the stock's fair value, (3) our uncertainty around that fair 

value estimate and (4) the current market price. This 

process ultimately culminates in our single-point star rating. 

 

1. Economic Moat 

The concept of an economic moat plays a vital role not 

only in our qualitative assessment of a firm's long-term 

investment potential, but also in the actual calculation 

of our fair value estimates. An economic moat is a  

structural feature that allows a firm to sustain excess 

profits over a long period of time. We define excess 

economic profits as returns on invested capital (or ROIC) 

over and above our estimate of a firm's cost of capital, 

or weighted average cost of capital (or WACC). Without 

a moat, profits are more susceptible to competition. We 

have identified five sources of economic moats: 

intangible assets, switching costs, network effect, cost 

advantage, and efficient scale. 

 

Companies with a narrow moat are those we believe 

are more likely than not to achieve normalized excess 

returns for at least the next 10 years. Wide-moat 

companies are those in which we have very high 

confidence that excess returns will remain for 10 years, 

with excess returns more likely than not to remain for at 

least 20 years. The longer a firm generates economic 

profits, the higher its intrinsic value. We believe low-

quality no-moat companies will see their normalized 

returns gravitate toward the firm's cost of capital more 

quickly than companies with moats.  

 

To assess the direction of the underlying competitive 

advantages, analysts perform ongoing assessments of 

the moat trend. A firm's moat trend is positive in cases 

where we think its sources of competitive advantage 

are growing stronger; stable where we don't anticipate 

changes to competitive advantages over the next 

several years; or negative when we see signs of 

deterioration. 

 

All the moat and moat trend ratings undergo periodic 

review and any changes must be approved by the 

Morningstar Economic Moat Committee, comprised of 

senior members of Morningstar's equity research 

department. 

 

2. Estimated Fair Value 

Combining our analysts' financial forecasts with the 

firm's economic moat helps us assess how long returns 

on invested capital are likely to exceed the firm's cost of 

capital. Returns of firms with a wide economic moat 

rating are assumed to fade to the perpetuity period over 

a longer period of time than the returns of narrow-moat 

firms, and both will fade slower than no-moat firms, 

increasing our estimate of their intrinsic value.  

 

Our model is divided into three distinct stages: 

 

Stage I: Explicit Forecast  

In this stage, which can last five to 10 years, analysts 

make full financial statement forecasts, including items 

such as revenue, profit margins, tax rates, changes in 

working-capital accounts, and capital spending. Based 

on these projections, we calculate earnings before 

interest, after taxes, or EBI, and the net new 

investment, or NNI, to derive our annual free cash flow 

forecast.  

 

Stage II: Fade  

The second stage of our model is the period it will take 

the company's return on new invested capital—the 

return on capital of the next dollar invested ("RONIC")—

to decline (or rise) to its cost of capital. During the Stage 

II period, we use a formula to approximate cash flows in 

lieu of explicitly modeling the income statement, 

balance sheet, and cash flow statement as we do in 

Stage I. The length of the second stage depends on the 

strength of the company's economic moat. We forecast 

this period to last anywhere from one year (for 

companies with no economic moat) to 10–15 years or 

more (for wide-moat companies). During this period, 

cash flows are forecast using four assumptions: an 

average growth rate for EBI over the period, a 

normalized investment rate, average return on new 

invested capital, or RONIC, and the number of years 

until perpetuity, when excess returns cease. The 

investment rate and return on new invested capital 

decline until the perpetuity stage is reached. In the case 

of firms that do not earn their cost of capital, we 

assume marginal ROICs rise to the firm's cost of capital 

(usually attributable to less reinvestment), and we may 

truncate the second stage.  

 

Stage III: Perpetuity 

Once a company's marginal ROIC hits its cost of capital, 

we calculate a continuing value, using a standard 

perpetuity formula. At perpetuity, we assume that any 

growth or decline or investment in the business neither 

creates nor destroys value and that any new investment 

provides a return in line with estimated WACC. 

 

Because a dollar earned today is worth more than a 

dollar earned tomorrow, we discount our projections of 

cash flows in stages I, II, and III to arrive at a total 

present value of expected future cash flows. Because we 

are modeling free cash flow to the firm—representing cash 

available to provide a return to all capital providers—we 

discount future cash flows using the WACC, which is a 

weighted average of the costs of equity, debt, and preferred 

stock (and any other funding sources), using expected 

future proportionate long-term market-value weights. 

 

Morningstar Research Methodology for Valuing Companies 

 

© Morningstar 2019. All Rights Reserved. Unless otherwise provided in a separate agreement, you may use this report only in the country in which its original distributor is based. The information, data, analyses and opinions presented herein do not constitute
investment advice; are provided solely for informational purposes and therefore are not an offer to buy or sell a security; and are not warranted to be correct, complete or accurate. The opinions expressed are as of the date written and are subject to change without
notice. Except as otherwise required by law, Morningstar shall not be responsible for any trading decisions, damages or other losses resulting from, or related to, the information, data, analyses or opinions or their use. The information contained herein is the
proprietary property of Morningstar and may not be reproduced, in whole or in part, or used in any manner, without the prior written consent of Morningstar. Investment research is produced and issued by subsidiaries of Morningstar, Inc. including, but not limited to,
Morningstar Research Services LLC, registered with and governed by the U.S. Securities and Exchange Commission. To order reprints, call +1 312-696-6100. To license the research, call +1 312-696-6869. 

Page 7

310

Attachment SDR-ROR-10(c)
310 of 587



Research Methodology for Valuing Companies 

 

3. Uncertainty Around That Fair Value Estimate 

Morningstar's Uncertainty Rating captures a range of likely 

potential intrinsic values for a company and uses it to 

assign the margin of safety required before investing, which 

in turn explicitly drives our stock star rating system. The 

Uncertainty Rating represents the analysts' ability to bound 

the estimated value of the shares in a company around the 

fair value estimate, based on the characteristics of the 

business underlying the stock, including operating and 

financial leverage, sales sensitivity to the overall 

economy, product concentration, pricing power, and 

other company-specific factors.  

 

Analysts consider at least two scenarios in addition to 

their base case: a bull case and a bear case. 

Assumptions are chosen such that the analyst believes 

there is a 25% probability that the company will perform 

better than the bull case, and a 25% probability that the 

company will perform worse than the bear case. The 

distance between the bull and bear cases is an 

important indicator of the uncertainty underlying the 

fair value estimate.  

 

Our recommended margin of safety widens as our 

uncertainty of the estimated value of the equity 

increases. The more uncertain we are about the 

estimated value of the equity, the greater the discount 

we require relative to our estimate of the value of the 

firm before we would recommend the purchase of the 

shares. In addition, the uncertainty rating provides 

guidance in portfolio construction based on risk 

tolerance. 

 

Our uncertainty ratings for our qualitative analysis are 

low, medium, high, very high, and extreme. 

 

× Low–margin of safety for 5-star rating is a 20% discount 

and for 1-star rating is 25% premium. 

× Medium–margin of safety for 5-star rating is a 30% 

discount and for 1-star rating is 35% premium. 

× High–margin of safety for 5-star rating is a 40% discount 

and for 1-star rating is 55% premium. 

× Very High–margin of safety for 5-star rating is a 50% 

discount and for 1-star rating is 75% premium. 

× Extreme–margin of safety for 5-star rating is a 75% 

discount and for 1-star rating is 300% premium. 

 

4. Market Price 

The market prices used in this analysis and noted in the 

report come from exchange on which the stock is listed, 

which we believe is a reliable source. 

 

For more details about our methodology, please go to 

https://shareholders.morningstar.com. 

 

 Morningstar Star Rating for Stocks 

Once we determine the fair value estimate of a stock, we 

compare it with the stock's current market price on a daily 

basis, and the star rating is automatically re-calculated at 

the market close on every day the market on which the 

stock is listed is open.  

Please note, there is no predefined distribution of stars. 

That is, the percentage of stocks that earn 5 stars can 

fluctuate daily, so the star ratings, in the aggregate, can 

serve as a gauge of the broader market's valuation. When 

there are many 5-star stocks, the stock market as a whole is 

more undervalued, in our opinion, than when very few 

companies garner our highest rating.  

 

We expect that if our base-case assumptions are true the 

market price will converge on our fair value estimate over 

time, generally within three years (although it is impossible 

to predict the exact time frame in which market prices may 

adjust).  

 

Our star ratings are guideposts to a broad audience and 

individuals must consider their own specific investment 

goals, risk tolerance, tax situation, time horizon, income 

needs, and complete investment portfolio, among other 

factors.  

 

The Morningstar Star Ratings for stocks are defined below: 

 

QQQQQ We believe appreciation beyond a fair risk-

adjusted return is highly likely over a multiyear time frame. 

The current market price represents an excessively 

pessimistic outlook, limiting downside risk and maximizing 

upside potential.  

 

QQQQ We believe appreciation beyond a fair risk-

adjusted return is likely.  

 

QQQ Indicates our belief that investors are likely to 

receive a fair risk-adjusted return (approximately cost of 

equity). 

 

QQ We believe investors are likely to receive a less than 

fair risk-adjusted return.  

 

Q Indicates a high probability of undesirable risk-adjusted 

returns from the current market price over a multiyear time 

frame, based on our analysis. The market is pricing in an 

excessively optimistic outlook, limiting upside potential and 

leaving the investor exposed to Capital loss.  

 Morningstar Equity Research Star Rating Methodology 
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Research Methodology for Valuing Companies 

 

Other Definitions 

 

Last Price: Price of the stock as of the close of the market 

of the last trading day before date of the report. 

 

Stewardship Rating: Represents our assessment of 

management's stewardship of shareholder capital, with 

particular emphasis on capital allocation decisions. Analysts 

consider companies' investment strategy and valuation, 

financial leverage, dividend and share buyback policies, 

execution, compensation, related party transactions, and 

accounting practices. Corporate governance practices are 

only considered if they've had a demonstrated impact on 

shareholder value. Analysts assign one of three ratings: 

"Exemplary," "Standard," and "Poor." Analysts judge 

stewardship from an equity holder's perspective. Ratings 

are determined on an absolute basis. Most companies will 

receive a Standard rating, and this is the default rating in 

the absence of evidence that managers have made 

exceptionally strong or poor capital allocation decisions. 

 

Quantitative Valuation: Using the below terms, intended to 

denote the relationship between the security's Last Price 

and Morningstar's quantitative fair value estimate for that 

security. 

 

× Undervalued: Last Price is below Morningstar's 

quantitative fair value estimate. 

× Fairly Valued: Last Price is in line with Morningstar's 

quantitative fair value estimate. 

× Overvalued: Last Price is above Morningstar's 

quantitative fair value estimate. 

 

Risk Warning 

Please note that investments in securities are subject to 

market and other risks and there is no assurance or 

guarantee that the intended investment objectives will be 

achieved. Past performance of a security may or may not be 

sustained in future and is no indication of future 

performance. A security investment return and an investor's 

principal value will fluctuate so that, when redeemed, an 

investor's shares may be worth more or less than their 

original cost. A security's current investment performance 

may be lower or higher than the investment performance 

noted within the report. Morningstar's Uncertainty Rating 

serves as a useful data point with respect to sensitivity 

analysis of the assumptions used in our determining a fair 

value price.  
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General Disclosure
The analysis within this report is prepared by the person(s)
noted in their capacity as an analyst for Morningstar’s equity
research group. The equity research group consists of
various Morningstar, Inc. subsidiaries (“Equity Research
Group)”. In the United States, that subsidiary is Morningstar
Research Services LLC, which is registered with and
governed by the U.S. Securities and Exchange Commission.

The opinions expressed within the report are given in good
faith, are as of the date of the report and are subject to
change without notice. Neither the analyst nor Equity
Research Group commits themselves in advance to whether
and in which intervals updates to the report are expected
to be made. The written analysis and Morningstar Star
Rating for stocks are statements of opinions; they are not
statements of fact.

The Equity Research Group believes its analysts make a
reasonable effort to carefully research information
contained in the analysis. The information on which the
analysis is based has been obtained from sources believed
to be reliable such as, for example, the company’s financial
statements filed with a regulator, company website,
Bloomberg and any other the relevant press sources. Only
the information obtained from such sources is made

available to the issuer who is the subject of the analysis,
which is necessary to properly reconcile with the facts.
Should this sharing of information result in considerable
changes, a statement of that fact will be noted within the
report. While the Equity Research Group has obtained data,
statistics and information from sources it believes to be
reliable, neither the Equity Research Group nor Morningstar,
Inc.performs an audit or seeks independent verification of
any of the data, statistics, and information it receives.

Unless otherwise provided in a separate agreement,
recipients accessing this report may only use it in the country
in which the Morningstar distributor is based. Unless stated
otherwise, the original distributor of the report is
Morningstar Research Services LLC, a U.S.A. domiciled
financial institution.

This report is for informational purposes only and has no
regard to the specific investment objectives, financial
situation or particular needs of any specific recipient. This
publication is intended to provide information to assist
institutional investors in making their own investment
decisions, not to provide investment advice to any specific
investor. Therefore, investments discussed and recommendations
made herein may not be suitable for all investors:  recipients
must exercise their own independent judgment as to the
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suitability of such investments and recommendations in the
light of their own investment objectives, experience,
taxation status and financial position.

The information, data, analyses and opinions presented
herein are not warranted to be accurate, correct, complete
or timely. Unless otherwise provided in a separate
agreement, neither Morningstar, Inc. or the Equity Research
Group represents that the report contents meet all of the
presentation and/or disclosure standards applicable in the
jurisdiction the recipient is located.

Except as otherwise required by law or provided for in a
separate agreement, the analyst, Morningstar, Inc. and the
Equity Research Group and their officers, directors and
employees shall not be responsible or liable for any trading
decisions, damages or other losses resulting from, or related
to, the information, data, analyses or opinions within the
report. The Equity Research Group encourages recipients of
this report to read all relevant issue documents (e.g.,
prospectus) pertaining to the security concerned, including
without limitation, information relevant to its investment
objectives, risks, and costs before making an investment
decision and when deemed necessary, to seek the advice
of a legal, tax, and/or accounting professional.

The Report and its contents are not directed to, or intended
for distribution to or use by, any person or entity who is a
citizen or resident of or located in any locality, state, country
or other jurisdiction where such distribution, publication,
availability or use would be contrary to law or regulation or
which would subject Morningstar, Inc. or its affiliates to any
registration or licensing requirements in such jurisdiction.

Where this report is made available in a language other
than English and in the case of inconsistencies between the
English and translated versions of the report, the English
version will control and supersede any ambiguities
associated with any part or section of a report that has been

issued in a foreign language. Neither the analyst,
Morningstar, Inc., or the Equity Research Group guarantees
the accuracy of the translations.

This report may be distributed in certain localities, countries
and/or jurisdictions (“Territories”) by independent third
parties or independent intermediaries and/or distributors
(“Distributors”). Such Distributors are not acting as agents
or representatives of the analyst, Morningstar, Inc. or the
Equity Research Group. In Territories where a Distributor
distributes our report, the Distributor is solely responsible
for complying with all applicable regulations, laws, rules,
circulars, codes and guidelines established by local and/or
regional regulatory bodies, including laws in connection
with the distribution third-party research reports.

Conflicts of Interest:

• No interests are held by the analyst with respect to the
security subject of this investment research report.
– Morningstar, Inc. may hold a long position in the security
subject of this investment research report that exceeds
0.5% of the total issued share capital of the security. To
determine if such is the case, please click
http://msi.morningstar.com and http://mdi.morningstar.com.•
Analysts' compensation is derived from Morningstar, Inc.'s
overall earnings and consists of salary, bonus and in some
cases restricted stock.

• Neither Morningstar, Inc. or the Equity Research Group
receives commissions for providing research nor do they
charge companies to be rated.

• Neither Morningstar, Inc. or the Equity Research Group is
a market maker or a liquidity provider of the security noted
within this report.

• Neither Morningstar, Inc. or the Equity Research Group
has been a lead manager or co-lead manager over the
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previous 12-months of any publicly disclosed offer of
financial instruments of the issuer.

• Morningstar, Inc.’s investment management group does
have arrangements with financial institutions to provide
portfolio management/investment advice some of which an
analyst may issue investment research reports on. However,
analysts do not have authority over Morningstar's
investment management group's business arrangements
nor allow employees from the investment management
group to participate or influence the analysis or opinion
prepared by them.

• Morningstar, Inc. is a publicly traded company (Ticker
Symbol:  MORN) and thus a financial institution the security
of which is the subject of this report may own more than
5% of Morningstar, Inc.’s total outstanding shares. Please
access Morningstar, Inc.’s proxy statement, “Security
Ownership of Certain Beneficial Owners and Management”
section https: //shareholders.morningstar.com/investor-re
lations/financials/sec-filings/default.aspx

• Morningstar, Inc. may provide the product issuer or its
related entities with services or products for a fee and on
an arms’ length basis including software products and
licenses, research and consulting services, data services,
licenses to republish our ratings and research in their
promotional material, event sponsorship and website
advertising.

Further information on Morningstar, Inc.'s conflict of interest
policies is available from http://global.morningstar.com/e
quitydisclosures. Also, please note analysts are subject to
the CFA Institute’s Code of Ethics and Standards of
Professional Conduct.

For a list of securities which the Equity Research Group
currently covers and provides written analysis on please
contact your local Morningstar office. In addition, for

historical analysis of securities covered, including their fair
value estimate, please contact your local office.

For Recipients in Australia: This Report has been issued and
distributed in Australia by Morningstar Australasia Pty Ltd
(ABN:  95 090 665 544; ASFL:  240892). Morningstar
Australasia Pty Ltd is the provider of the general advice (‘the
Service’) and takes responsibility for the production of this
report. The Service is provided through the research of
investment products. To the extent the Report contains
general advice it has been prepared without reference to
an investor’s objectives, financial situation or needs.
Investors should consider the advice in light of these matters
and, if applicable, the relevant Product Disclosure
Statement before making any decision to invest. Refer to
our Financial Services Guide (FSG) for more information at
http://www.morningstar.com.au/fsg.pdf .

For Recipients in Hong Kong: The Report is distributed by
Morningstar Investment Management Asia Limited, which
is regulated by the Hong Kong Securities and Futures
Commission to provide services to professional investors
only. Neither Morningstar Investment Management Asia
Limited, nor its representatives, are acting or will be deemed
to be acting as an investment advisor to any recipients of
this information unless expressly agreed to by Morningstar
Investment Management Asia Limited. For enquiries
regarding this research, please contact a Morningstar
Investment Management Asia Limited Licensed Representative
at http://global.morningstar.com/equitydisclosures .

For Recipients in India: This Investment Research is issued
by Morningstar Investment Adviser India Private Limited.
Morningstar Investment Adviser India Private Limited is
registered with the Securities and Exchange Board of India
(Registration number INA000001357) and provides
investment advice and research. Morningstar Investment
Adviser India Private Limited has not been the subject of
any disciplinary action by SEBI or any other legal/regulatory
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body. Morningstar Investment Adviser India Private Limited
is a wholly owned subsidiary of Morningstar Investment
Management LLC. In India, Morningstar Investment Adviser
India Private Limited has one associate, Morningstar India
Private Limited, which provides data related services,
financial data analysis and software development.

The Research Analyst has not served as an officer, director
or employee of the fund company within the last 12 months,
nor has it or its associates engaged in market making activity
for the fund company.

*The Conflicts of Interest disclosure above also applies to
relatives and associates of Manager Research Analysts in
India # The Conflicts of Interest disclosure above also
applies to associates of Manager Research Analysts in
India. The terms and conditions on which Morningstar
Investment Adviser India Private Limited offers Investment
Research to clients, varies from client to client, and are
detailed in the respective client agreement.

For recipients in Japan: The Report is distributed by Ibbotson
Associates Japan, Inc., which is regulated by Financial
Services Agency. Neither Ibbotson Associates Japan, Inc.,
nor its representatives, are acting or will be deemed to be
acting as an investment advisor to any recipients of this
information.

For recipients in Singapore: This Report is distributed by
Morningstar Investment Adviser Singapore Pte Limited,
which is licensed by the Monetary Authority of Singapore
to provide financial advisory services in Singapore. Investors
should consult a financial adviser regarding the suitability
of any investment product, taking into account their specific
investment objectives, financial situation or particular
needs, before making any investment decisions.
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Exelon Corp 
2Q'19 $0.60; Gross Margin ($100)/($250)mln '20/21 
 

2Q'19 Results 
EXC reported $0.60 v. $0.71 in 2Q'18, $0.62 Consensus and $0.59 UBSe (see our 
note).  Drivers are shown in Figure 2 below. 

Don't Ignore the Good Utility Story 
The utility business remains a good growth story with continued delivery of returns 
from both the legacy utilities and the PHI utilities which on a TTM basis have achieved 
9.1% ROEs.  Expected regulatory decisions are due in 2H'19 for Pepco MD electric 
(8/13), ComEd (12/4), BGE (12/20) and for Pepco DC electric in May 2020.  
Management reiterated 6%-8% eps growth at the utilities on 7.8% rate base growth 
through 2022 with no need for equity funding given the $4.2Bln in free cash 
generation for utility growth and $2.5Bln debt reduction from the ExGen business. 

Value of Hedges and Zero Emission Credits 
In a down power market and a lower forward curve for MTM, the value of both hedges 
and ZECs was demonstrated in the Gross Margin MTM at 6/30/19 (See Figure 1 below).  
While we find ourselves in general agreement with EXC management that the current 
forward curve is not supported by fundamentals, they did indicate levers they could 
execute on if power prices remain at depressed levels: (1) closing uneconomic plants; 
(2) continued drive to cost efficiencies; (3) asset sales; (4) pairing of growth capital; (5) 
alternative financing options.  Management also indicated on the call that the 
subpoena regarding lobbying activity in Illinois has had no impact on the level or 
intensity of legislative efforts around energy legislation and the fixed resource 
requirement in the upcoming veto session this fall.  There is a broad coalition of 
environmental, renewable, consumer advocate, and labor all working on the legislative 
package, and FRR is foundational to the Governor's 100% clean energy by 2030 goal. 
Franchise agreement negotiations with Chicago are expected to be completed before 
expiration at year-end 2020, with Chicago and EXC having aligned priorities around 
increasing clean energy in the city and potential for increase low income programs. 

Valuation: Lowering our PT to $53 from $56 on SOTP – Lower ExGen EBITDA 
Utility: 8% premium on 18.5x  UBSe '21 $2.18; 6.7x ExGen UBSe '20 EBITDA $2.0Bln. 

 
    

  

Equities 
 

Americas 

Electric Utilities 
 

12-month rating Buy 

  

12m price target US$53.00 

 Prior: US$56.00 

Price US$45.06 

RIC:  EXC.N BBG:  EXC US  
 

Trading data and key metrics 
52-wk range US$50.95-42.00 

Market cap. US$43.9bn 

Shares o/s 974m (COM) 

Free float 100% 

Avg. daily volume ('000) 1,391 

Avg. daily value (m) US$67.8 

Common s/h equity (12/19E) US$32.4bn 

P/BV (12/19E) 1.3x 

Net debt / EBITDA (12/19E) 3.3x 
 

EPS (UBS, diluted) (US$) 
  12/19E   
 From To % ch Cons. 

Q1 0.87 0.87 0 0.87 
Q2 0.59 0.60 1 0.61 
Q3E 1.02 0.89 -13 0.98 
Q4E 0.71 0.78 10 0.68 

12/19E 3.19 3.15 -1 3.13 
12/20E 3.14 3.07 -2 3.07 
12/21E 3.14 2.95 -6 3.04 
 

Daniel Ford, CFA 
Analyst 

dan.ford@ubs.com 
+1-212-713-2224 

Ross Fowler, CFA 
Analyst 

ross.fowler@ubs.com 
+1-212-713-1287 

 

Highlights (US$m) 12/16 12/17 12/18 12/19E 12/20E 12/21E 12/22E 12/23E 
Revenues 31,360 33,531 35,985 35,456 35,527 35,609 36,093 36,646 
EBIT (UBS) 4,879 4,032 4,762 5,599 5,463 5,312 5,505 5,674 
Net earnings (UBS) 2,487 2,465 3,028 3,054 2,970 2,860 3,048 3,190 
EPS (UBS, diluted) (US$) 2.68 2.60 3.12 3.15 3.07 2.95 3.15 3.29 
DPS (US$) 1.26 1.31 1.38 1.45 1.53 1.61 1.70 1.79 
Net (debt) / cash (35,278) (34,684) (35,178) (33,572) (32,623) (31,292) (29,588) (27,598) 

 

Profitability/valuation 12/16 12/17 12/18 12/19E 12/20E 12/21E 12/22E 12/23E 
EBIT margin % 15.6 12.0 13.2 15.8 15.4 14.9 15.3 15.5 
ROIC (EBIT) % 7.5 5.0 5.7 6.6 6.4 6.3 6.5 6.7 
EV/EBITDA (core) x 7.3 9.1 8.9 8.3 8.1 7.9 7.6 7.3 
P/E (UBS, diluted) x 12.5 14.4 13.3 14.3 14.7 15.3 14.3 13.7 
Equity FCF (UBS) yield % (1.2) (1.1) 2.0 6.6 5.5 6.6 7.6 8.5 
Net dividend yield % 3.8 3.5 3.3 3.2 3.4 3.6 3.8 4.0 
Source: Company accounts, Thomson Reuters, UBS estimates. UBS adjusted EPS is stated before goodwill-related charges and other adjustments for abnormal and economic items at the analysts' 
judgement. Valuations: based on an average share price that year, (E): based on a share price of US$45.06 on 31 Jul 2019 19:35 EDT 
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Figure 1: Exelon Generation Gross Margin Update ($m)  

 
Source:  Slide 12 EXC 2Q'19 Results Presentation, UBS Equity Research Estimates 

 

Figure 2: Earnings Drivers 2Q'19 

 
Source:  Slide 8 EXC 2Q'19 Results Presentation, UBS Equity Research Estimates 

 

 
      

Forecast returns 

Forecast price appreciation +17.6% 

Forecast dividend yield 3.4% 

Forecast stock return +21.0% 

Market return assumption 6.9% 

Forecast excess return +14.1% 

 
  

Category 2019 2020 2021 2019 2020 2021
Open Gross Margin 3,600       3,550       3,300       (600)         (550)         (500)         

Capacity & ZECs 2,050       1,900       1,850       -           -           -           

MTM Hedges 1,250       750          400          700          500          300          

Power New Business/To Go 250          600          800          (100)         (50)           (50)           

Non-Power Margins Executed 350          200          150          50            50            -           

Non-Power New Business/To Go 150          300          400          (50)           (50)           -           

Total Gross Margin 7,650       7,300       6,900       -           (100)         (250)         

As of June 30, 2019 Change from 3/31/19

2Q'18 Adj. EPS 0.71$       
Mkt and Portfolio Conditions (0.16)$      

Nuclear outages 0.02$       

Capacity Pricing/ZECs 0.03$       

Other at ExGen (0.02)$      

ComEd Transmission Revenues 0.01$       

ComEd other 0.01$       

PECO Distribution Rate Increases 0.03$       

PECO weather (0.01)$      

PECO other (0.01)$      

BGE Distribution Rate Increases 0.01$       

BGE Other (0.01)$      

PHI T&D Rate Increases 0.03$       

PHI Other (0.01)$      

Corp. interest expense (0.01)$      

Other/Rounding (0.02)$      

2Q'19 Adj. EPS 0.60$       
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Valuation Method and Risk Statement 

Our valuation methodology for the group is price to earnings based.  The 
adjustments applied fall into 5 categories.  These are as follows: 1) Group 
Valuation Bias: Flowing from our valuation work comparing Baa corporate yields to 
group dividend yields and RU price to earnings ratios to those for the S&P 500, we 
incorporate a positive or negative adjustment to our group multiple representing 
the gap we calculate to the nearest 5%; 2) Growth Adjustment: We adjust our 
valuations based on the growth quartile each utility occupies.  First quartile receives 
a 5% premium, second quartile a 2% premium, third quartile a 2% discount and 
fourth quartile a 5% discount; 3) Regulatory Adjustment: Our valuation 
adjustments for regulation are based on our proprietary Regulatory Rankings. First 
quartile jurisdictions receive 5%, second quartile 2%, third quartile -2% and 
fourth quartile -5%; 5) Multi Utility Diversified Valuation: For multi utilities (those 
with more than 15% diversified or foreign earnings), we perform a sum-of-parts 
analysis applying business/region appropriate valuations to those diversified 
businesses; 6) One-off Adjustments:  In special situations, we value risk on an issue 
specific basis.  Common areas where we apply such an adjustment include: ESG 
advantage, large project construction risk, legal risk, and announced M&A 
completion risk. 
 
We value Exelon at $53/share on a sum of the parts analysis.  We value Exelon's 
Utility and Parent Only (UPO) at a net 8% premium to the group multiple of 18.5x 
our $2.18/share UPO earnings forecast for 2021.  Our 8% net premium is derived 
from a 5% premium for the overall regulated utility group, premised upon the 
current undervaluation versus the Baa corporate bond rounded down to the 
nearest 5%, a (2%) premium for a 3rd quartile regulatory ranking overall, and 5% 
premium for 1st quartile earnings growth.  This yields $43/share.  We value the 
ExGen competitive generation business at a 6.7x our 2020 estimated Open EBITDA 
of $2,040mln, plus NPV of hedges of $0.2Bln less net debt of $3.8Bln which yields 
$10/share. 
 
Specific risks for Exelon include natural gas prices, power prices, nuclear 
operational risks, regulatory risks at the Pepco utilities, weather, interest rates, and 
relative cost of coal and uranium.  
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Required Disclosures 

This report has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates 
are referred to herein as UBS. 

For information on the ways in which UBS manages conflicts and maintains independence of its research product; historical 
performance information; and certain additional disclosures concerning UBS research recommendations, please visit 
www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is not a reliable 
indicator of future results. Additional information will be made available upon request. UBS Securities Co. Limited is licensed 
to conduct securities investment consultancy businesses by the China Securities Regulatory Commission. UBS acts or may act 
as principal in the debt securities (or in related derivatives) that may be the subject of this report. This recommendation was 
finalized on: 01 August 2019 04:25 PM GMT. UBS has designated certain Research department members as Derivatives 
Research Analysts where those department members publish research principally on the analysis of the price or market for a 
derivative, and provide information reasonably sufficient upon which to base a decision to enter into a derivatives 
transaction. Where Derivatives Research Analysts co-author research reports with Equity Research Analysts or Economists, 
the Derivatives Research Analyst is responsible for the derivatives investment views, forecasts, and/or recommendations. 

Analyst Certification:Each research analyst primarily responsible for the content of this research report, in whole or in part, 
certifies that with respect to each security or issuer that the analyst covered in this report: (1) all of the views expressed 
accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner, 
including with respect to UBS, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed by that research analyst in the research report. 

UBS Investment Research: Global Equity Rating Definitions 

12-Month Rating Definition Coverage1 IB Services2 

Buy FSR is > 6% above the MRA. 45% 30% 

Neutral FSR is between -6% and 6% of the MRA. 40% 28% 

Sell FSR is > 6% below the MRA. 15% 20% 

Short-Term Rating Definition Coverage3 IB Services4 

Buy 
Stock price expected to rise within three months from the time 
the rating was assigned because of a specific catalyst or event. <1% <1% 

Sell 
Stock price expected to fall within three months from the time 
the rating was assigned because of a specific catalyst or event. <1% <1% 

Source: UBS. Rating allocations are as of 30 June 2019. 
1:Percentage of companies under coverage globally within the 12-month rating category. 
2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided 
within the past 12 months. 
3:Percentage of companies under coverage globally within the Short-Term rating category. 
4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided 
within the past 12 months. 

KEY DEFINITIONS:Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend 
yield over the next 12 months. In some cases, this yield may be based on accrued dividends. Market Return Assumption 
(MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and not a forecast of, the equity risk 
premium). Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or 
rating are subject to possible change in the near term, usually in response to an event that may affect the investment case 
or valuation. Short-Term Ratings reflect the expected near-term (up to three months) performance of the stock and do not 
reflect any change in the fundamental view or investment case. Equity Price Targets have an investment horizon of 12 
months. 
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EXCEPTIONS AND SPECIAL CASES:UK and European Investment Fund ratings and definitions are: Buy: Positive on 
factors such as structure, management, performance record, discount; Neutral: Neutral on factors such as structure, 
management, performance record, discount; Sell: Negative on factors such as structure, management, performance record, 
discount. Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the Investment 
Review Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective 
company's debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands as they 
relate to the rating. When such exceptions apply, they will be identified in the Company Disclosures table in the relevant 
research piece. 

Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not 
registered/qualified as research analysts with FINRA. Such analysts may not be associated persons of UBS Securities LLC and 
therefore are not subject to the FINRA restrictions on communications with a subject company, public appearances, and 
trading securities held by a research analyst account. The name of each affiliate and analyst employed by that affiliate 
contributing to this report, if any, follows. 

UBS Securities LLC: Daniel Ford, CFA; Ross Fowler, CFA.  

Company Disclosures 

Company Name Reuters 12-month rating Short-term rating Price Price date 

Exelon Corp7, 16 EXC.N Buy N/A US$45.06 31 Jul 2019 

Source: UBS. All prices as of local market close. 
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock 
pricing date 
7. Within the past 12 months, UBS Securities LLC and/or its affiliates have received compensation for products and 

services other than investment banking services from this company/entity. 
16. UBS Securities LLC makes a market in the securities and/or ADRs of this company. 

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. For a complete set 
of disclosure statements associated with the companies discussed in this report, including information on valuation and risk, 
please contact UBS Securities LLC, 1285 Avenue of Americas, New York, NY 10019, USA, Attention: Investment Research. 
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Date Stock Price (US$) Price Target (US$) Rating 

2016-04-29 35.09 30.0 Neutral 
2016-05-09 35.25 35.0 Neutral 
2016-07-21 36.46 38.0 Neutral 
2016-10-12 32.51 33.0 Neutral 
2016-12-05 33.32 34.0 Neutral 
2017-01-19 35.74 36.0 Neutral 
2017-02-10 35.02 37.5 Neutral 
2017-04-18 35.78 36.0 Neutral 
2017-05-15 34.7 37.5 Buy 
2017-06-06 36.69 - No Rating 
2018-02-01 37.84 44.0 Buy 
2018-02-16 37.78 43.0 Buy 
2018-04-02 38.26 44.0 Buy 
2018-04-13 38.34 47.0 Buy 
2018-05-18 39.44 46.0 Buy 
2018-06-29 42.6 48.0 Buy 
2018-07-13 42.39 50.0 Buy 
2018-11-29 45.67 51.0 Buy 
2019-01-03 44.12 49.0 Buy 
2019-02-01 47.46 53.0 Buy 
2019-03-20 49.1 56.0 Buy 

Source: UBS; as of 31 Jul 2019 
  

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:29 PM. 322

Attachment SDR-ROR-10(c)
322 of 587



 

 Exelon Corp   1 August 2019 

 

 7 

 

Global Disclaimer 
This document has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS. 

This Document is provided solely to recipients who are expressly authorized by UBS to receive it. If you are not so authorized you must immediately 
destroy the Document.  

Global Research is provided to our clients through UBS Neo, and in certain instances, UBS.com and any other system or distribution method specifically identified in one 
or more communications distributed through UBS Neo or UBS.com (each a system) as an approved means for distributing Global Research. It may also be made available 
through third party vendors and distributed by UBS and/or third parties via e-mail or alternative electronic means. The level and types of services provided by Global 
Research to a client may vary depending upon various factors such as a client's individual preferences as to the frequency and manner of receiving communications, a 
client's risk profile and investment focus and perspective (e.g., market wide, sector specific, long-term, short-term, etc.), the size and scope of the overall client 
relationship with UBS and legal and regulatory constraints. 

All Global Research is available on UBS Neo. Please contact your UBS sales representative if you wish to discuss your access to UBS Neo. 

When you receive Global Research through a System, your access and/or use of such Global Research is subject to this Global Research Disclaimer and to the UBS Neo 
Platform Use Agreement (the "Neo Terms") together with any other relevant terms of use governing the applicable System. 

When you receive Global Research via a third party vendor, e-mail or other electronic means, you agree that use shall be subject to this Global Research Disclaimer, the 
Neo Terms and where applicable the UBS Investment Bank terms of business (https://www.ubs.com/global/en/investment-bank/regulatory.html) and to UBS's Terms of 
Use/Disclaimer (http://www.ubs.com/global/en/legalinfo2/disclaimer.html). In addition, you consent to UBS processing your personal data and using cookies in 
accordance with our Privacy Statement (http://www.ubs.com/global/en/legalinfo2/privacy.html) and cookie notice 
(http://www.ubs.com/global/en/homepage/cookies/cookie-management.html). 

If you receive Global Research, whether through a System or by any other means, you agree that you shall not copy, revise, amend, create a derivative 
work, provide to any third party, or in any way commercially exploit any UBS research provided via Global Research or otherwise, and that you shall not 
extract data from any research or estimates provided to you via Global Research or otherwise, without the prior written consent of UBS.  

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or 
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or 
would subject UBS to any registration or licensing requirement within such jurisdiction. 

This document is a general communication and is educational in nature; it is not an advertisement nor is it a solicitation or an offer to buy or sell any financial 
instruments or to participate in any particular trading strategy. Nothing in this document constitutes a representation that any investment strategy or recommendation is 
suitable or appropriate to an investor’s individual circumstances or otherwise constitutes a personal recommendation. By providing this document, none of UBS or its 
representatives has any responsibility or authority to provide or have provided investment advice in a fiduciary capacity or otherwise. Investments involve risks, and 
investors should exercise prudence and their own judgment in making their investment decisions. None of UBS or its representatives is suggesting that the recipient or 
any other person take a specific course of action or any action at all. By receiving this document, the recipient acknowledges and agrees with the intended purpose 
described above and further disclaims any expectation or belief that the information constitutes investment advice to the recipient or otherwise purports to meet the 
investment objectives of the recipient. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of 
investors. 

Options, structured derivative products and futures (including OTC derivatives) are not suitable for all investors. Trading in these instruments is considered risky and may 
be appropriate only for sophisticated investors. Prior to buying or selling an option, and for the complete risks relating to options, you must receive a copy of "The 
Characteristics and Risks of Standardized Options." You may read the document at http://www.theocc.com/publications/risks/riskchap1.jsp or ask your salesperson for a 
copy. Various theoretical explanations of the risks associated with these instruments have been published. Supporting documentation for any claims, comparisons, 
recommendations, statistics or other technical data will be supplied upon request. Past performance is not necessarily indicative of future results. Transaction costs may 
be significant in option strategies calling for multiple purchases and sales of options, such as spreads and straddles. Because of the importance of tax considerations to 
many options transactions, the investor considering options should consult with his/her tax advisor as to how taxes affect the outcome of contemplated options 
transactions. 

Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market 
conditions. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For 
investment advice, trade execution or other enquiries, clients should contact their local sales representative. 

The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily 
a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising 
out of the use of all or any of the Information. 

Prior to making any investment or financial decisions, any recipient of this document or the information should take steps to understand the risk and return of the 
investment and seek individualized advice from his or her personal financial, legal, tax and other professional advisors that takes into account all the particular facts and 
circumstances of his or her investment objectives. 

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no 
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or 
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results. 

No representation or warranty, either expressed or implied, is provided in relation to the accuracy, completeness or reliability of the information contained in any 
materials to which this document relates (the "Information"), except with respect to Information concerning UBS. The Information is not intended to be a complete 
statement or summary of the securities, markets or developments referred to in the document. UBS does not undertake to update or keep current the Information. Any 
opinions expressed in this document may change without notice and may differ or be contrary to opinions expressed by other business areas or groups, personnel or 
other representative of UBS. Any statements contained in this report attributed to a third party represent UBS's interpretation of the data, information and/or opinions 
provided by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party. In no 
circumstances may this document or any of the Information (including any forecast, value, index or other calculated amount ("Values")) be used for any of the following 
purposes: 

(i) valuation or accounting purposes; 

(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or 

(iii) to measure the performance of any financial instrument including, without limitation, for the purpose of tracking the return or performance of any Value or of 
defining the asset allocation of portfolio or of computing performance fees. 

By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for 
any of the above purposes or otherwise rely upon this document or any of the Information. 

UBS has policies and procedures, which include, without limitation, independence policies and permanent information barriers, that are intended, and upon which UBS 
relies, to manage potential conflicts of interest and control the flow of information within divisions of UBS and among its subsidiaries, branches and affiliates. For further 
information on the ways in which UBS manages conflicts and maintains independence of its research products, historical performance information and certain additional 
disclosures concerning UBS research recommendations, please visit www.ubs.com/disclosures. 

Research will initiate, update and cease coverage solely at the discretion of UBS Research Management, which will also have sole discretion on the timing and frequency 
of any published research product. The analysis contained in this document is based on numerous assumptions. All material information in relation to published research 
reports, such as valuation methodology, risk statements, underlying assumptions (including sensitivity analysis of those assumptions), ratings history etc. as required by 
the Market Abuse Regulation, can be found on UBS Neo. Different assumptions could result in materially different results. 

The analyst(s) responsible for the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, 
applying and interpreting market information. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS into other 
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areas, units, groups or affiliates of UBS. The compensation of the analyst who prepared this document is determined exclusively by research management and senior 
management (not including investment banking). Analyst compensation is not based on investment banking revenues; however, compensation may relate to the 
revenues of UBS and/or its divisions as a whole, of which investment banking, sales and trading are a part, and UBS's subsidiaries, branches and affiliates as a whole. 

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or 
liquidity provider (in accordance with the interpretation of these terms under English law or, if not carried out by UBS in the UK the law of the relevant jurisdiction in 
which UBS determines it carries out the activity) in the financial instruments of the issuer save that where the activity of liquidity provider is carried out in accordance 
with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in this document. For financial 
instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in the US in accordance with 
the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued a warrant the value of 
which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or short positions, trade as 
principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions expressed in this document. 

Within the past 12 months UBS AG, its affiliates or subsidiaries may have received or provided investment services and activities or ancillary services as per MiFID II which 
may have given rise to a payment or promise of a payment in relation to these services from or to this company. 

Where Global Research refers to "UBS Evidence Lab Inside" or has made use of data provided by UBS Evidence Lab you understand that UBS Evidence Lab is a separate 
department to Global Research and that UBS Evidence Lab does not provide research, investment recommendations or advice. 

United Kingdom: This material is distributed by UBS AG, London Branch to persons who are eligible counterparties or professional clients. UBS AG, London Branch is 
authorised by the Prudential Regulation Authority and subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation 
Authority. Europe: Except as otherwise specified herein, these materials are distributed by UBS Europe SE, a subsidiary of UBS AG, to persons who are eligible 
counterparties or professional clients (as detailed in the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin)Rules and according to MIFID) and are only available to 
such persons. The information does not apply to, and should not be relied upon by, retail clients. UBS Europe SE is authorised by the [European Central Bank (ECB)] and 
regulated by the BaFin and the ECB.  France:  Prepared by UBS Europe SE and distributed by UBS Europe SE and UBS Securities France S.A. UBS Securities France S.A. is 
regulated by the ACPR (Autorité de Contrôle Prudentiel et de Résolution) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. 
has contributed to this document, the document is also deemed to have been prepared by UBS Securities France S.A. Germany, Luxembourg, the Netherlands, 
Belgium and Ireland: Prepared by UBS AG, London Branch and distributed by UBS AG, London Branch and UBS Europe SE. Spain: Prepared by UBS Europe SE and 
distributed by UBS Europe SE and UBS Securities España SV, SA. UBS Securities España SV, SA is regulated by the Comisión Nacional del Mercado de Valores (CNMV). 
Turkey: Distributed by UBS AG, London Branch. No information in this document is provided for the purpose of offering, marketing and sale by any means of any 
capital market instruments and services in the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the 
Republic of Turkey. UBS AG, London Branch is not licensed by the Turkish Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). 
Accordingly, neither this document nor any other offering material related to the instruments/services may be utilized in connection with providing any capital market 
services to persons within the Republic of Turkey without the prior approval of the Capital Market Board. However, according to article 15 (d) (ii) of the Decree No. 32, 
there is no restriction on the purchase or sale of the securities abroad by residents of the Republic of Turkey. Poland: Distributed by UBS Europe SE (spolka z 
ograniczona odpowiedzialnoscia) Oddzial w Polsce regulated by the Polish Financial Supervision Authority. Where an analyst of UBS Europe SE (spolka z ograniczona 
odpowiedzialnoscia) Oddzial w Polsce has contributed to this document, the document is also deemed to have been prepared by UBS Europe SE (spolka z ograniczona 
odpowiedzialnoscia) Oddzial w Polsce. Russia: Prepared and distributed by UBS Bank (OOO). Switzerland: Distributed by UBS AG to persons who are institutional 
investors only. UBS AG is regulated by the Swiss Financial Market Supervisory Authority (FINMA). Italy: Prepared by UBS Europe SE and distributed by UBS Europe SE and 
UBS Europe SE, Italy Branch. Where an analyst of UBS Europe SE, Italy Branch has contributed to this document, the document is also deemed to have been prepared by 
UBS Europe SE, Italy Branch.South Africa: Distributed by UBS South Africa (Pty) Limited (Registration No. 1995/011140/07), an authorised user of the JSE and an 
authorised Financial Services Provider (FSP 7328). Israel: This material is distributed by UBS AG, London Branch. UBS Securities Israel Ltd is a licensed Investment 
Marketer that is supervised by the Israel Securities Authority (ISA). UBS AG, London Branch and its affiliates incorporated outside Israel are not licensed under the Israeli 
Advisory Law. UBS AG, London Branch is not covered by insurance as required from a licensee under the Israeli Advisory Law. UBS may engage among others in issuance 
of Financial Assets or in distribution of Financial Assets of other issuers for fees or other benefits. UBS AG, London Branch and its affiliates may prefer various Financial 
Assets to which they have or may have Affiliation (as such term is defined under the Israeli Advisory Law). Nothing in this Material should be considered as investment 
advice under the Israeli Advisory Law. This Material is being issued only to and/or is directed only at persons who are Eligible Clients within the meaning of the Israeli 
Advisory Law, and this material must not be relied on or acted upon by any other persons. Saudi Arabia: This document has been issued by UBS AG (and/or any of its 
subsidiaries, branches or affiliates), a public company limited by shares, incorporated in Switzerland with its registered offices at Aeschenvorstadt 1, CH-4051 Basel and 
Bahnhofstrasse 45, CH-8001 Zurich. This publication has been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi closed joint stock company incorporated 
in the Kingdom of Saudi Arabia under commercial register number 1010257812 having its registered office at Tatweer Towers, P.O. Box 75724, Riyadh 11588, Kingdom 
of Saudi Arabia. UBS Saudi Arabia is authorized and regulated by the Capital Market Authority to conduct securities business under license number 08113-37. UAE / 
Dubai: The information distributed by UBS AG Dubai Branch is only intended for Professional Clients and/or Market Counterparties, as classified under the DFSA 
rulebook. No other person should act upon this material/communication. The information is not for further distribution within the United Arab Emirates. UBS AG Dubai 
Branch is regulated by the DFSA in the DIFC. UBS is not licensed to provide banking services in the UAE by the Central Bank of the UAE, nor is it licensed by the UAE 
Securities and Commodities Authority. United States: Distributed to US persons by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of UBS AG; or 
by a group, subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a ‘non-US affiliate’) to major US institutional investors only. UBS Securities LLC 
or UBS Financial Services Inc. accepts responsibility for the content of a document prepared by another non-US affiliate when distributed to US persons by UBS Securities 
LLC or UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this document must be effected through UBS Securities LLC or UBS 
Financial Services Inc., and not through a non-US affiliate. UBS Securities LLC is not acting as a municipal advisor to any municipal entity or obligated person within the 
meaning of Section 15B of the Securities Exchange Act (the "Municipal Advisor Rule"), and the opinions or views contained herein are not intended to be, and do not 
constitute, advice within the meaning of the Municipal Advisor Rule. Canada: Distributed by UBS Securities Canada Inc., a registered investment dealer in Canada and a 
Member-Canadian Investor Protection Fund, or by another affiliate of UBS AG that is registered to conduct business in Canada or is otherwise exempt from registration. 
Mexico: This report has been distributed and prepared by UBS Casa de Bolsa, S.A. de C.V., UBS Grupo Financiero, an entity that is part of UBS Grupo Financiero, S.A. de 
C.V. and is a subsidiary of UBS AG. This document is intended for distribution to institutional or sophisticated investors only. Research reports only reflect the views of 
the analysts responsible for the reports. Analysts do not receive any compensation from persons or entities different from UBS Casa de Bolsa, S.A. de C.V., UBS Grupo 
Financiero, or different from entities belonging to the same financial group or business group of such. For Spanish translations of applicable disclosures, please go to 
www.ubs.com/disclosures. Brazil: Except as otherwise specified herein, this material is prepared by UBS Brasil CCTVM S.A. to persons who are eligible investors residing 
in Brazil, which are considered to be Investidores Profissionais, as designated by the applicable regulation, mainly the CVM Instruction No. 539 from the 13th of 
November 2013 (determines the duty to verify the suitability of products, services and transactions with regards to the client´s profile). Hong Kong: Distributed by UBS 
Securities Asia Limited and/or UBS AG, Hong Kong Branch. Please contact local licensed/registered representatives of UBS Securities Asia Limited and/or UBS AG, Hong 
Kong Branch in respect of any matters arising from, or in connection with, the analysis or document. Singapore: Distributed by UBS Securities Pte. Ltd. [MCI (P) 
009/09/2018 and Co. Reg. No.: 198500648C] or UBS AG, Singapore Branch. Please contact UBS Securities Pte. Ltd., an exempt financial adviser under the Singapore 
Financial Advisers Act (Cap. 110); or UBS AG, Singapore Branch, an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank 
licensed under the Singapore Banking Act (Cap. 19) regulated by the Monetary Authority of Singapore, in respect of any matters arising from, or in connection with, the 
analysis or document. The recipients of this document represent and warrant that they are accredited and institutional investors as defined in the Securities and Futures 
Act (Cap. 289). Japan: Distributed by UBS Securities Japan Co., Ltd. to professional investors (except as otherwise permitted). Where this document has been prepared 
by UBS Securities Japan Co., Ltd., UBS Securities Japan Co., Ltd. is the author, publisher and distributor of the document. Distributed by UBS AG, Tokyo Branch to 
Professional Investors (except as otherwise permitted) in relation to foreign exchange and other banking businesses when relevant. Australia: Clients of UBS AG: 
Distributed by UBS AG (ABN 47 088 129 613 and holder of Australian Financial Services License No. 231087). Clients of UBS Securities Australia Ltd: Distributed by UBS 
Securities Australia Ltd (ABN 62 008 586 481 and holder of Australian Financial Services License No. 231098). This Document contains general information and/or 
general advice only and does not constitute personal financial product advice. As such, the Information in this document has been prepared without taking into account 
any investor’s objectives, financial situation or needs, and investors should, before acting on the Information, consider the appropriateness of the Information, having 
regard to their objectives, financial situation and needs. If the Information contained in this document relates to the acquisition, or potential acquisition of a particular 
financial product by a ‘Retail’ client as defined by section 761G of the Corporations Act 2001 where a Product Disclosure Statement would be required, the retail client 
should obtain and consider the Product Disclosure Statement relating to the product before making any decision about whether to acquire the product. The UBS 
Securities Australia Limited Financial Services Guide is available at: www.ubs.com/ecs-research-fsg. New Zealand: Distributed by UBS New Zealand Ltd. UBS New 
Zealand Ltd is not a registered bank in New Zealand. You are being provided with this UBS publication or material because you have indicated to UBS that you are a 
“wholesale client” within the meaning of section 5C of the Financial Advisers Act 2008 of New Zealand (Permitted Client). This publication or material is not intended 
for clients who are not Permitted Clients (non-permitted Clients). If you are a non-permitted Client you must not rely on this publication or material. If despite this 
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warning you nevertheless rely on this publication or material, you hereby (i) acknowledge that you may not rely on the content of this publication or material and that 
any recommendations or opinions in such this publication or material are not made or provided to you, and (ii) to the maximum extent permitted by law (a) indemnify 
UBS and its associates or related entities (and their respective Directors, officers, agents and Advisors) (each a ‘Relevant Person’) for any loss, damage, liability or claim 
any of them may incur or suffer as a result of, or in connection with, your unauthorised reliance on this publication or material and (b) waive any rights or remedies you 
may have against any Relevant Person for (or in respect of) any loss, damage, liability or claim you may incur or suffer as a result of, or in connection with, your 
unauthorised reliance on this publication or material. Korea: Distributed in Korea by UBS Securities Pte. Ltd., Seoul Branch. This document may have been edited or 
contributed to from time to time by affiliates of UBS Securities Pte. Ltd., Seoul Branch. This material is intended for professional/institutional clients only and not for 
distribution to any retail clients. Malaysia: This material is authorized to be distributed in Malaysia by UBS Securities Malaysia Sdn. Bhd (Capital Markets Services License 
No.: CMSL/A0063/2007). This material is intended for professional/institutional clients only and not for distribution to any retail clients. India: Distributed by UBS 
Securities India Private Ltd. (Corporate Identity Number U67120MH1996PTC097299) 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai 
(India) 400051. Phone: +912261556000. It provides brokerage services bearing SEBI Registration Numbers: NSE (Capital Market Segment): INB230951431, NSE (F&O 
Segment) INF230951431, NSE (Currency Derivatives Segment) INE230951431, BSE (Capital Market Segment) INB010951437; merchant banking services bearing SEBI 
Registration Number: INM000010809 and Research Analyst services bearing SEBI Registration Number: INH000001204. UBS AG, its affiliates or subsidiaries may have 
debt holdings or positions in the subject Indian company/companies. Within the past 12 months, UBS AG, its affiliates or subsidiaries may have received compensation 
for non-investment banking securities-related services and/or non-securities services from the subject Indian company/companies. The subject company/companies may 
have been a client/clients of UBS AG, its affiliates or subsidiaries during the 12 months preceding the date of distribution of the research report with respect to 
investment banking and/or non-investment banking securities-related services and/or non-securities services. With regard to information on associates, please refer to 
the Annual Report at: http://www.ubs.com/global/en/about_ubs/investor_relations/annualreporting.htmlTaiwan: Distributed by UBS Securities Pte. Ltd., Taipei Branch 
which is regulated by the Taiwan Securities and Futures Bureau. Indonesia: This report is being distributed by PT UBS Sekuritas Indonesia and is delivered by its licensed 
employee(s), including marketing/sales person, to its client. PT UBS Sekuritas Indonesia, having its registered office at Wisma GKBI, 22nd floor, JL. Jend. Sudirman, 
kav.28, Jakarta 10210, Indonesia, is a subsidiary company of UBS AG and licensed under Capital Market Law no. 8 year 1995, a holder of broker-dealer and underwriter 
licenses issued by the Capital Market and Financial Institution Supervisory Agency (now Otoritas Jasa Keuangan/OJK). PT UBS Sekuritas Indonesia is also a member of 
Indonesia Stock Exchange and supervised by Otoritas Jasa Keuangan (OJK). Neither this report nor any copy hereof may be distributed in Indonesia or to any Indonesian 
citizens except in compliance with applicable Indonesian capital market laws and regulations. This report is not an offer of securities in Indonesia and may not be 
distributed within the territory of the Republic of Indonesia or to Indonesian citizens in circumstance which constitutes an offering within the meaning of Indonesian 
capital market laws and regulations. 

The disclosures contained in research documents produced by UBS AG, London Branch or UBS Europe SE shall be governed by and construed in accordance with English 
law. 

UBS specifically prohibits the redistribution of this document in whole or in part without the written permission of UBS and in any event UBS accepts no liability 
whatsoever for any redistribution of this document or its contents or the actions of third parties in this respect. Images may depict objects or elements that are protected 
by third party copyright, trademarks and other intellectual property rights. © UBS 2019. The key symbol and UBS are among the registered and unregistered trademarks 
of UBS. All rights reserved. 
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COMPANY
UPDATE
August 1, 2019

Exelon Corporation (EXC)

Hold
Price Target: $46.00

Prior: $48.00

Price (Jul. 31, 2019) $45.06

52-Wk Range $50.95-$42.00

Market Cap ($M) $43,753

ADTV 3,624,755

Shares Out (M) 971.0

Short Interest Ratio/% Of Float 1.5%

Dividend/Yield $1.45/3.2%

TR to Target 5.3%

Enterprise Value ($M) $82,109.3

Cash And Equivalents
($M)

$1,103.0

Total Debt ($M) $37,112.0
Minority Interest $2,347.0
Debt/Cap 51%
5 Year EPS Growth 5.0%
ROE 9.1%
P/B 1.30x

2019E 2020E 2021E
Curr. Prior Curr. Prior

EPS Adjusted

1Q $0.87A $0.86 $0.84 $0.81 $0.81
2Q $0.60A $0.59 $0.75 $0.56 $0.74
3Q $0.85 $0.83 $0.91 $0.78 $0.89
4Q $0.83 $0.82 $0.60 $0.77 $0.61
CY $3.15 $3.10 $3.10 $2.92 $3.05
P/E 14.3x 14.5x 15.4x

Consensus
CY $3.15 $3.16 $3.15
Revenue ($M)
CY $36,015 $35,930 $35,930 $35,890 $35,890
Operating Margin (%)
CY 14.00% 13.90% 14.10% 13.30% 14.10%
EBITDA ($M)
CY $9,042 $9,197 $9,263 $9,163 $9,463
EV/
EBITDA 9.1x 8.9x 9.0x

  FYE Dec

Ali Agha
212-319-3920
ali.agha@suntrust.com

Reducing 2021 Estimate And Price
Target

What's Incremental To Our View
Based on updated assumptions, we have reduced our 2021 estimate. Factoring
in our lower estimate, and latest peer valuations, we have reduced our price
target to $46 from $48.

IMPORTANT POINTS
• EXC reported 2Q results of $0.60 vs $0.71, in line with our estimate of $0.60

and consensus of $0.61. Relative to our assumptions, modestly stronger
Utility results (reflecting the timing of O&M expenditures) were offset by
weaker Generation results (reflecting the impact of milder weather).

• Based on our analysis of the latest forward commodity curves, and updated
hedge disclosures, we have reduced our 2021 estimate to $2.92 from $3.05.
Our 2019 estimate remains $3.15, and our 2020 estimate remains $3.10.

• Looking forward, we will closely track the following: (1) prospects for new
legislation in Illinois that could be favorable for EXC (should get clarity in
November); (2) additional cost reduction efforts by management; and (3) any
plans for the closure of uneconomic plants.

• Assuming a P/E multiple of 15.9x (a 5% discount to the peer group to reflect
the uncertainty surrounding the passage of new legislation in Illinois) on our
2021 estimate of $2.92, we derive our price target of $46. Our current rating
is Hold.

• We have included our revised 2019-21 earnings and cash flow models in this
report.

SEE PAGE 4 FOR REQUIRED DISCLOSURE INFORMATION Page 1
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    Ali Agha 212-319-3920  ali.agha@suntrust.com

Exelon Corporation (EXC)
Earnings Model, 2015A-2021E

(dollars in millions, except per share)

FY 2021E 2020E 2019E 2018A 2017A 2016A 2015A

Revenues (% change) 

Com Ed 6,305 6,150 6,000 5,882 5,536 5,246 4,905

PECO 3,255 3,175 3,100 3,038 2,870 2,994 3,032

BGE 3,430 3,330 3,265 3,169 3,176 3,233 3,135

PHI 5,200 5,075 4,950 4,805 4,679 3,643

Generation 19,000 19,500 20,000 20,700 18,636 18,304 18,925

Other (1,300) (1,300) (1,300) (1,346) (1,196) (1,515) (760)

Total Revenues 35,890 -0.1% 35,930 -0.2% 36,015 -0.6% 36,248 7.6% 33,701 5.6% 31,905 9.1% 29,237 4.8%

Operating Income (% sales)

Com Ed 1,310 20.8% 1,255 20.4% 1,210 20.2% 1,146 19.5% 1,325 23.9% 1,200 22.9% 1,026 20.9%

PECO 665 20.4% 635 20.0% 620 20.0% 591 19.5% 664 23.1% 712 23.8% 634 20.9%

BGE 555 16.2% 520 15.6% 500 15.3% 478 15.1% 624 19.6% 555 17.2% 563 18.0%

PHI 830 16.0% 790 15.6% 760 15.4% 683 14.2% 756 16.2% 485 13.3%

Generation 1,343 7.1% 1,742 8.9% 1,887 9.4% 2,017 9.7% 1,637 8.8% 1,969 10.8% 2,033 10.7%

Other 60 55 65 62 (13) (48) (22)

Equity Income (Loss)

Total Operating Income 4,763 13.3% 4,997 13.9% 5,042 14.0% 4,977 13.7% 4,993 14.8% 4,873 15.3% 4,234 14.5%

Interest Expense, net (1,450) (1,475) (1,500) (1,529) (1,502) (1,383) (1,098)

Other Income (Expense) 500 495 505 513 418 289 276

Pretax income 3,813 4,017 4,047 3,961 3,909 3,779 3,412

Taxes (rate) 724 19.0% 763 19.0% 769 19.0% 720 18.2% 1,441 36.9% 1,299 34.4% 1,165 34.1%

Preferred / Non Controlling Interest 195 195 190 187 (35) (32) 13

Equity Income (Loss) (29) (29) (28) (28) (32) (24) (7)

Net Income (% change) 2,865 -5.5% 3,030 -1.0% 3,060 1.1% 3,026 22.5% 2,471 -0.7% 2,488 11.7% 2,227 7.7%

Shares Outstanding (ful. dil.) 981.0 977.0 973.0 969.0 949.0 927.0 893.0

Operating EPS -- ful. dil. (% change) $2.92 -5.8% $3.10 -1.6% $3.15 0.9% $3.12 19.9% $2.60 -3.0% $2.68 7.8% $2.49 4.2%

Extraordinary Items

Reported GAAP EPS

Regulated Utility (net Parent) EPS $2.13 $2.02 $1.92 $1.74 $1.57 $1.41 $1.09

Generation EPS $0.79 $1.08 $1.23 $1.38 $1.03 $1.27 $1.40

EBITDA 9,163 9,197 9,042 8,777 8,569 8,105 6,684

PECO

Total Electric Retail Sales (millions mwhs) 41.5 41.5 40.0 38.5 37.2 37.9 38.0

Implied Operating Margin ($/MWh) $16.0 $15.3 $15.5 $15.4 $17.8 $18.8 $16.7

Generation

Total Power Sales (millions mwhs) 185.1 185.1 193.2 214.5 213.2 203.0 196.4

Implied Operating Margin ($/mwh) $7.3 $9.4 $9.8 $9.4 $7.7 $9.7 $10.4

Net Income By Segment

Com Ed 815 775 735 664 592 524 432

PECO 550 520 490 463 427 444 380

BGE 380 360 340 316 318 289 277

Generation 775 1,055 1,195 1,343 973 1,181 1,253

PHI 550 515 485 415 338 228

Other (205) (195) (185) (175) (177) (178) (115)

Total 2,865 3,030 3,060 3,026 2,471 2,488 2,227

Note

1) Rate Base - Com Ed: $13.1bn in 2017, $14.2bn in 2018, $15.6bn in 2019E, $16.7bn in 2020, $18.0bn in 2021; PECO: $6.6bn in 2017, $7.1bn in 2018, $7.9bn in 2019E, $8.4bn in 2020, $9.1bn in 2021;  

BGE: $5.7bn in 2017, $6.3bn in 2018, $6.9bn in 2019E, $7.7bn in 2020E, $8.1bn in 2021; PHI: $9.2bn in 2017, $10.0bn in 2018, $10.8bn in 2019E, $11.4bn in 2020, $12.1bn in 2021. 

2) Earned ROE - Com Ed: 9.0% in 2017, 10.3% in 2018, 10.4% in 2019E, 10.3% in 2020E, 10.1% in 2021E; PECO: 12.9% in 2017, 13.0% in 2018, 12.4% in 2019E, 12.4% in 2020E, 12.5% in 2021E; 

BGE: 10.9% in 2017, 10.2% in 2018, 10.1% in 2019E, 9.7% in 2020E, 9.6% in 2021E; PHI: 7.6% in 2017, 9.0% in 2018, 9.8% in 2019E, 9.8% in 2020E, 9.9% in 2021E. 

3) We assume the Illinois legislature's changes to Com Ed formula rates represent $0.02 of earnings in 2013 and $0.04 of annual earnings from 2014 onwards.  

4) We assume that the DOE nuclear disposal fee is removed from May 2014; represents $0.06 of earnings in 2014 and $0.11 annually thereafter.   

5) We have included the impact of the $1.15bn Equity Units (2.5% interest rate) from mid 2014 and assume conversion to equity (33m shares) on 6/1/17.

6) We have factored in the impact of the $6.8bn PHI acquisition from Q2 2016 (including the settlement of the 57.5m share forward equity sale on 7/14/15). 

7) We assume the New York ZEC payments and the acquisition of the Fitzpatrick plant (838mw, nuclear $110m price) from Q2 2017.  

8) We have factored the IL ZEC payments for Clinton (1069mw) and Quad City (1403mw) from 6/1/17.

9) We estimate annual pre tax income of $315m ($0.26 of EPS) from  NY ZEC payments and  $235m ($0.20 of EPS) from  IL ZEC payments.  

10) We assume retirement of TMI (September 2019), Oyster Creek 4Q 2018), and exit from EGTP (2018 onwards). 

11) Management cost reduction targets: $75m in 2018, $200m in 2019, $325m in 2020, $150m in 2021; we assume targets are met.

12) We assume NJ ZECs (representing $75m pre tax or $0.06 of annual EPS) from 2Q 2019 onwards. 

13) Forward curves as of 7/31/19.

Sources: Company reports and SunTrust Robinson Humphrey estimates.  
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Ali Agha 212-319-3920  ali.agha@suntrust.com

Exelon Corporation (EXC)
Cash Flow Model, 2015A-2021E

($ in millions except per share)

2021E 2020E 2019E 2018A 2017A 2016A 2015A

Net income 2,865 3,030 3,060 3,026 2,471 2,488 2,227

Depreciation, depletion, amortization 5,950 5,800 5,700 5,971 5,427 5,576 3,987

Working Capital Change / Other (400) (400) (400) (353) (406) 381 1,420

Cash Flow From Operations 8,415 8,430 8,360 8,644 7,492 8,445 7,634

Dividends (1,412) (1,406) (1,400) (1,332) (1,236) (1,166) (1,105)

Capital expenditures (7,500) (7,850) (7,225) (7,594) (7,584) (8,553) (7,624)

Free Cash Flow (497) (826) (265) (282) (1,328) (1,274) (1,095)

Sources: Company reports and SunTrust Robinson Humphrey estimates.  
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Company Description
Exelon, a utility services holding company, operates through its principal subsidiaries: Generation,
ComEd, PECO, and BGE. Generation's business consists of its owned and contracted electric
generating facilities, its wholesale energy marketing operations and its competitive retail supply
operations. ComEd's energy delivery business consists of the purchase and regulated retail sale of
electricity and the provision of distribution and transmission services to retail customers in northern
Illinois, including the City of Chicago. PECO's energy delivery business consists of the purchase
and regulated retail sale of electricity and the provision of transmission and distribution services
to retail customers in southeastern Pennsylvania, including the City of Philadelphia, as well as the
purchase and regulated retail sale of natural gas and the provision of distribution services to retail
customers in the Pennsylvania counties surrounding the City of Philadelphia. BGE is a regulated
electric transmission and distribution utility company and a regulated gas distribution utility company
with a service territory that covers the City of Baltimore and all or part of 10 counties in central Maryland.

Investment Thesis
Current valuation largely reflects positive trends unfolding at the company, limiting upside potential.

Valuation and Risks
VALUATION
Assuming a P/E multiple of 15.9x (a 5% discount to the peer group to reflect the uncertainty surrounding
the passage of new legislation in Illinois) on our 2021 estimate of $2.92, we derive our price target
of $46.

RISKS
• Outlook for forward power prices.
• Impact of potential regulatory changes to the PJM market
• Outcome of pending and future rate cases.

Analyst Certification
I, Ali Agha , hereby certify that the views expressed in this research report accurately reflect my personal
views about the subject company(ies) and its (their) securities. I also certify that I have not been, am
not, and will not be receiving direct or indirect compensation in exchange for expressing the specific
recommendation(s) in this report.

Required Disclosures
Analyst compensation is based upon stock price performance, quality of analysis, communication skills,
and the overall revenue and profitability of the firm, including investment banking revenue.

As a matter of policy and practice, the firm prohibits the offering of favorable research, a specific
research rating or a specific target price as consideration or inducement for the receipt of business or
compensation. In addition, associated persons preparing research reports are prohibited from owning
securities in the subject companies.
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Rating and Price Target History for: Exelon Corporation (EXC-US) as of 07-31-2019

55

50

45

40

35

30

25
Q3 2017 Q1 Q2 Q3 2018 Q1 Q2 Q3 2019 Q1 Q2

08/11/16
BUY:$41

10/17/16
BUY:$39

10/27/16
BUY:$38

12/02/16
BUY:$39

01/09/17
BUY:$41

02/09/17
BUY:$40

04/11/17
BUY:$39

06/14/17
BUY:$40

07/31/17
BUY:$41

10/18/17
BUY:$43

11/13/17
BUY:$44

12/04/17
BUY:$45

01/08/18
BUY:$42

01/09/18
BUY:$43

02/05/18
BUY:$42

02/08/18
BUY:$43

04/11/18
BUY:$44

05/03/18
BUY:$45

07/09/18
BUY:$46

09/11/18
HOLD:$46

09/24/18
HOLD:$45

10/22/18
HOLD:$46

12/03/18
HOLD:$48

12/24/18
HOLD:$46

01/28/19
HOLD:$47

02/11/19
HOLD:$49

02/25/19
HOLD:$50

04/01/19
HOLD:$52

04/04/19
HOLD:$51

04/17/19
HOLD:$49

05/03/19
HOLD:$51

06/03/19
HOLD:$50

06/10/19
HOLD:$52

07/22/19
HOLD:$51

07/29/19
HOLD:$48

Created by: BlueMatrix

STRH Ratings System for Equity Securities
Dissemination of Research

SunTrust Robinson Humphrey (STRH) seeks to make all reasonable efforts to provide research reports
simultaneously to all eligible clients. Reports are available as published in the restricted access area of
our website to all eligible clients who have requested a password. Institutional investors, corporates, and
members of the Press may also receive our research via third party vendors including: Thomson Reuters,
Bloomberg, FactSet, and S&P Capital IQ. Additional distribution may be done by sales personnel via
email, fax, or other electronic means, or regular mail.

For access to third party vendors or our Research website: https://suntrustlibrary.bluematrix.com/client/
library.jsp

Please email the Research Department at mailto:STRHEquityResearchDepartment@suntrust.com or
contact your STRH sales representative.

The rating system effective as of Oct. 7, 2016:

STRH Rating System for Equity Securities

SunTrust Robinson Humphrey (STRH) rates individual equities using a three-tiered system. Each stock
is rated relative to the broader market (generally the S&P 500) over the next 12-18 months (unless
otherwise indicated).

Buy (B) – the stock’s total return is expected to outperform the S&P 500 or relevant benchmark over the
next 12-18 months (unless otherwise indicated)

Hold (H) – the stock’s total return is expected to perform in line with the S&P 500 or relevant benchmark
over the next 12-18 months (unless otherwise indicated)

Sell (S) – the stock’s total return is expected to underperform the S&P 500 or relevant benchmark over
the next 12-18 months (unless otherwise indicated)

Not Rated (NR) – STRH does not have an investment rating or opinion on the stock

Coverage Suspended (CS) – indicates that STRH’s rating and/or target price have been temporarily
suspended due to applicable regulations and/or STRH Management discretion. The previously published
rating and target price should not be relied upon

STRH analysts have a price target on the stocks that they cover, unless otherwise indicated. The price
target represents that analyst's expectation of where the stock will trade in the next 12-18 months (unless
otherwise indicated). If an analyst believes that there are insufficient valuation drivers and/or investment
catalysts to derive a positive or negative investment view, they may elect with the approval of STRH
Research Management not to assign a target price; likewise certain stocks that trade under $5 may
exhibit volatility whereby assigning a price target would be unhelpful to making an investment decision.
As such, with Research Management‘s approval, an analyst may refrain from assigning a target to a sub-
$5 stock.
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Legend for Rating and Price Target History Charts:
B = Buy
H = Hold
S = Sell
D = Drop Coverage
CS = Coverage Suspended
NR = Not Rated
I = Initiate Coverage
T = Transfer Coverage

The prior rating system until Oct. 7, 2016:

3 designations based on total returns* within a 12-month period**
∙ Buy – total return ≥ 15% (10% for low-Beta securities)***
∙ Reduce – total return ≤ negative 10% (5% for low Beta securities)
∙ Neutral – total return is within the bounds above
∙ NR – NOT RATED, STRH does not provide equity research coverage
∙ CS – Coverage Suspended
*Total return (price appreciation + dividends); **Price targets are within a 12-month period, unless
otherwise noted; ***Low Beta defined as securities with an average Beta of 0.8 or less, using Bloomberg’s
5-year average

SunTrust Robinson Humphrey ratings distribution (as of 08/01/2019):
Coverage Universe Investment Banking Clients Past 12 Months

Rating Count Percent Rating Count Percent

Buy 414 62.44% Buy 106 25.60%
Hold 241 36.35% Hold 29 12.03%
Sell 8 1.21% Sell 0 0.00%

Other Disclosures
Information contained herein has been derived from sources believed to be reliable but is not guaranteed
as to accuracy and does not purport to be a complete analysis of the security, company or industry
involved. This report is not to be construed as an offer to sell or a solicitation of an offer to buy any
security. SunTrust Robinson Humphrey, Inc. and/or its officers or employees may have positions in
any securities, options, rights or warrants. The firm and/or associated persons may sell to or buy from
customers on a principal basis. Investors may be prohibited in certain states from purchasing some
overthe-counter securities mentioned herein. Opinions expressed are subject to change without notice.

SunTrust Robinson Humphrey, Inc.’s research is provided to and intended for use by Institutional
Accounts as defined in FINRA Rule 4512(c). The term “Institutional Account" shall mean the account of:
(1) a bank, savings and loan association, insurance company or registered investment company; (2) an
investment adviser registered either with the SEC under Section 203 of the Investment Advisers Act or
with a state securities commission (or any agency or office performing like functions); or (3) any other
person (whether a natural person, corporation, partnership, trust or otherwise) with total assets of at least
$50 million.

SunTrust Robinson Humphrey, Inc. is a registered broker-dealer and a member of FINRA and SIPC. It is
a service mark of SunTrust Banks, Inc. SunTrust Robinson Humphrey, Inc. is owned by SunTrust Banks,
Inc. ("SunTrust") and affiliated with SunTrust Investment Services, Inc. Despite this affiliation, securities
recommended, offered, sold by, or held at SunTrust Robinson Humphrey, Inc. and at SunTrust Investment
Services, Inc. (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or
other obligations of any insured depository institution (including SunTrust Bank); and (iii) are subject to
investment risks, including the possible loss of the principal amount invested. SunTrust Bank may have a
lending relationship with companies mentioned herein.

Please see our Disclosure Database to search by ticker or company name for the current required
disclosures, including valuation and risks, Link: https://suntrust.bluematrix.com/sellside/Disclosures.action
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Please visit the STRH equity research library for current reports and the analyst roster with contact
information, Link (password protected): STRH RESEARCH LIBRARY

SunTrust Robinson Humphrey, Inc., member FINRA and SIPC. SunTrust and SunTrust Robinson
Humphrey are service marks of SunTrust Banks, Inc.

If you no longer wish to receive this type of communication, please request removal by sending an email
to STRHEquityResearchDepartment@SunTrust.com

© SunTrust Robinson Humphrey, Inc. 2019. All rights reserved. Reproduction or quotation in whole or part
without permission is forbidden.

ADDITIONAL INFORMATION IS AVAILABLE at our website, www.suntrustrh.com, or by writing
to:SunTrust Robinson Humphrey, Research Department, 3333 Peachtree Road N.E., Atlanta, GA
30326-1070
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This document is hosted on "BofAML" server, please use the URL link provided below to open the actual
document

Headline : US Electric Utilities & IPPs >> Quick 2Q Results: EXC hedges yield better outlook, XEL, IDA,
ALA’s cont’d pivot

Publication Date/Time : Thursday, August 01, 2019 02:09:10 PM (GMT)

Contributor Name : BofAML

Primary Analyst(s) : Julien Dumoulin-Smith

Link to Document :
https://rsch.baml.com/r?q=xTmYDu7oSmtQnlD!Aza2aA__&reid=6B3854F8161C11EA89F8A4063AE79615
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Research

Exelon Corporation (EXC): ExGen gross margin to watch; management reaffirms guidance 

Sentiment Indicator : negative 

Produced by Tucker, Shelby (RBC Capital Markets, LLC) on Thursday, August 01, 2019, 08:47 AM ET

Disseminated on Thursday, August 01, 2019, 08:50 AM ET

Our View: Despite productive rate case changes and additional ZEC revenues, overall results were dragged down by lower realized prices. We 
see this as a prolonged overhang for the stock though power prices can be fickle and EXC's gross margin could bounce back. We anticipate EXC 
to underperform relative to its peers this morning. We expect questions on the call to include: 1) updates on gross margin and hedging position; 
2) expectations on the postponed PJM capacity auction; 3) additional investment potential for each utility segment; and 4) comments on the IL 
grand jury subpoena. 

Exelon Corp (EXC; $45.06; Outperform; $54 PT) reported 2Q19 earnings of $0.60 per share, $0.03 below our estimate and a penny below consensus. Results 
generally reflect lower realized prices at ExGen offset by regulatory rate increases across Utilities. Management reaffirmed 2019 full year EPS estimate of 
$3.00-$3.30 (midpoint $3.15). This compares our estimate of $3.19 and consensus of $3.12.    

The following highlights some of the key drivers of the quarter on a Y/Y basis versus our estimates: 

l Utilities +$0.06, +$0.06 better
¡ Weather: -$0.01, $0.01 worse 
¡ Load: Flat, $0.01 better 
¡ Regulatory Rates: +$0.07, $0.06 better 

l  ExGen -$0.13, +$0.02 better
¡ Market and Portfolio Conditions -$0.16, $0.09 worse 
¡ ZECs: +$0.03, $0.02 better 
¡ Capacity pricing: -$0.02, $0.05 worse 
¡ Nuclear Volume: -$0.02, $0.06 better 

l  Corp and Expenses: +$0.02, -$0.06 worse 

The impact of lower realized prices came in larger than expected. Generation is hedged at 92-95%, 70-73% (10-13% behind ratable) and 40-43% (7-10% 
behind ratable) for 2019, 2020 and 2021, respectively. EXC’s gross margin estimates for 2019 to 2021 are now $7.65 billion (unchanged from 1Q19), $7.30 billion 
(vs. $7.40 billion 1Q19) and $6.90 billion ($7.34 billion 1Q19), respectively.  

Weather not a driver. Many jurisdictions are already decoupling and do not have an impact from the mild weather seen across the utilities’  service territories. 
For those that do not have a decoupling mechanism (i.e., PECO, ACE and Delmarva), weather impact was mild (-$0.01).  

Rate updates. On July 22, PECO filed with FERC a settlement agreement on its transmission formula rates. ROE is set as 10.35%. The final order is 
expected after 3Q19. Rate cases at BGE and Pepco DC were filed during the quarter with requested ROE of 10.3% which is slightly ahead the 10.2% weighted 
average at consolidated EXC utilities. 

Capacity auction. The delay on August’s auction was briefly mentioned in the release but without further details. We expect questions during the call this 
morning.  

Conference call today is at 10AM ET. Dial in (800) 690-3108; conference ID: 3647125. 

RBC Capital Markets, LLC 
Shelby Tucker (Analyst) | (212) 428-6462 | shelby.tucker@rbccm.com 
 
Click here for conflict of interest and other disclosures relating to Exelon Corporation, Shelby Tucker These disclosures are also available by sending a written request to 
RBC Capital Markets Research Publishing, P.O. Box 50, 200 Bay Street, Royal Bank Plaza, 29th Floor, South Tower, Toronto, Ontario M5J 2W7 or an email to 
rbcinsight@rbccm.com 

 

All rights reserved. This material may not be published, broadcast, rewritten or redistributed in any form. Please click here for legal restrictions and terms of use applicable to this site. Use of this site 

signifies your agreement to the terms of use. 

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:29 PM. 334

Attachment SDR-ROR-10(c)
334 of 587

mailto:shelby.tucker@rbccm.com
https://www.rbccm.com/GLDisclosure/PublicWeb/DisclosureLookup.aspx?entityId=1&BBCompanyID=101170
https://www.rbccm.com/GLDisclosure/PublicWeb/DisclosureLookup.aspx?entityId=1&AnalystID=253
mailto:rbcinsight@rbccm.com
http://www.rbccm.com/0,,cid-15964_,00.html


Exelon Corp. (EXC, Buy) reported 2Q2019 operating EPS of $0.60 vs GS/FactSet 

consensus estimates of $0.64/$0.62. We note EXC beat GS estimates for 
regulated + parent earnings, but missed more meaningfully at ExGen. EXC 
reiterated 2019 EPS guidance of $3.00-$3.30 - with a midpoint of $3.15 vs 
GS/Factset consensus estimates of $3.17/$3.14. EXC also provided 3Q2019 earnings 
guidance of $0.80-$0.90 vs GS/Factset consensus estimates of $1.03/$0.97. 

Highlights from EXC’s release include: 

ComEd, EXC’s largest regulated segment, reported 2Q2019 operating EPS n

of $0.19, just above GS estimate of $0.17 and 2Q2018 EPS of $0.17. Among 
the other regulated subsidiaries, PECO reported EPS of $0.11 vs GS at $0.09, 
BGE at $0.05 vs GS at $0.06, and the PHI utilities reported EPS of $0.11 vs GS at 
$0.10. 

Exelon Generation, reported 2Q2019 ongoing EPS of $0.21, missing the GS n

estimate of $0.27 and 2Q2018 of $0.34.  We note gross margin and TOTI drove 
the miss - partly offset by lower than expected O&M. 

EXC decreased generation gross margin guidance by ($100mn)/($250mn) in n

2020/2021, with the changes driven primarily by lower open gross margin and 
partly offset by increased MtM of hedges given the decline in power forwards 
QoQ. We note EXC disclosed only modest increases in hedged percentages (up 
6%/2% for 2020/2021). 

Topics to monitor on EXC’s call include (1) an overview of regional demand trends, 
(2) management insights on PJM market reform, and (3) updates on cost 
management efforts at ExGen. We remain Buy rated EXC with a $57 12-month 
target price, derived using a sum-of-the-parts analysis. Key risks for EXC include 
power prices, regulation, cost management, and nuclear subsidies. 

 

Michael Lapides 
+1(212)357-6307 | 
michael.lapides@gs.com 
Goldman Sachs & Co. LLC 

Insoo Kim, CFA 
+1(212)902-0459 | insoo.kim@gs.com 
Goldman Sachs & Co. LLC 

David Fishman, CFA 
+1(917)343-9030 | 
david.fishman@gs.com 
Goldman Sachs & Co. LLC 

Jack Pearl 
+1(212)357-4977 | jack.pearl@gs.com 
Goldman Sachs & Co. LLC 

Chitra Narayan Mahale 
+1(212)934-9391 | 
chitra.mahale@gs.com 
Goldman Sachs India SPL

Exelon Corp. (EXC): First take: Solid regulated quarter, but 2Q2019 and 
LT headwinds for the merchant power business

1 August 2019 | 7:54AM EDT

 

Goldman Sachs does and seeks to do business with companies covered in its research reports. As a result, 
investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this 
report. Investors should consider this report as only a single factor in making their investment decision. For Reg AC 
certification and other important disclosures, see the Disclosure Appendix, or go to 
www.gs.com/research/hedge.html. Analysts employed by non-US affiliates are not registered/qualified as research 
analysts with FINRA in the U.S. 
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Source: Company data, Goldman Sachs Research estimates, FactSet. Price as of 31 Jul 2019 close.

 

Buy  
 

GS Forecast
 

Market	cap:	$43.8bn

Enterprise	value:	$82.4bn

3m	ADTV:	$250.3mn

United	States

America-Diversified	Utilities

M&A	Rank:	3

 

12/18 12/19E 12/20E 12/21E

Revenue	($	mn) 35,986.0 29,155.9 26,688.5 27,045.1

EBITDA	($	mn) 8,193.0 8,904.0 9,173.4 9,379.4

EBIT	($	mn) 3,841.0 4,923.6 5,371.0 5,453.6

EPS	($) 3.12 3.17 3.25 3.30

P/E	(X) 13.3 14.2 13.9 13.6

EV/EBITDA	(X) 9.5 9.2 9.0 8.8

FCF	yield	(%) 2.6 0.3 2.4 3.9

Dividend	yield	(%) 3.3 3.2 3.4 3.5

Net	debt/EBITDA	(X) 4.3 4.1 4.0 3.8

3/19 6/19E 9/19E 12/19E

EPS	($) 0.87 0.64 1.03 0.64

EXC 12m	Price	Target:	$57.00 Price:	$45.06 Upside:	26.5%
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Disclosure Appendix 
  

Reg AC 
I, Michael Lapides, hereby certify that all of the views expressed in this report accurately reflect my personal views about the subject company or 
companies and its or their securities. I also certify that no part of my compensation was, is or will be, directly or indirectly, related to the specific 
recommendations or views expressed in this report. 

Unless otherwise stated, the individuals listed on the cover page of this report are analysts in Goldman Sachs’ Global Investment Research division. 

GS Factor Profile 
The Goldman Sachs Factor Profile provides investment context for a stock by comparing key attributes to the market (i.e. our coverage universe) and its 
sector peers. The four key attributes depicted are: Growth, Financial Returns, Multiple (e.g. valuation) and Integrated (a composite of Growth, Financial 
Returns and Multiple). Growth, Financial Returns and Multiple are calculated by using normalized ranks for specific metrics for each stock. The 
normalized ranks for the metrics are then averaged and converted into percentiles for the relevant attribute. The precise calculation of each metric may 
vary depending on the fiscal year, industry and region, but the standard approach is as follows: 

Growth is based on a stock’s forward-looking sales growth, EBITDA growth and EPS growth (for financial stocks, only EPS and sales growth), with a 
higher percentile indicating a higher growth company. Financial Returns is based on a stock’s forward-looking ROE, ROCE and CROCI (for financial 
stocks, only ROE), with a higher percentile indicating a company with higher financial returns. Multiple is based on a stock’s forward-looking P/E, P/B, 
price/dividend (P/D), EV/EBITDA, EV/FCF and EV/Debt Adjusted Cash Flow (DACF) (for financial stocks, only P/E, P/B and P/D), with a higher percentile 
indicating a stock trading at a higher multiple. The Integrated percentile is calculated as the average of the Growth percentile, Financial Returns 
percentile and (100% - Multiple percentile). 

Financial Returns and Multiple use the Goldman Sachs analyst forecasts at the fiscal year-end at least three quarters in the future. Growth uses inputs 
for the fiscal year at least seven quarters in the future compared with the year at least three quarters in the future (on a per-share basis for all metrics). 

For a more detailed description of how we calculate the GS Factor Profile, please contact your GS representative.  

M&A Rank 
Across our global coverage, we examine stocks using an M&A framework, considering both qualitative factors and quantitative factors (which may vary 
across sectors and regions) to incorporate the potential that certain companies could be acquired. We then assign a M&A rank as a means of scoring 
companies under our rated coverage from 1 to 3, with 1 representing high (30%-50%) probability of the company becoming an acquisition target, 2 
representing medium (15%-30%) probability and 3 representing low (0%-15%) probability. For companies ranked 1 or 2, in line with our standard 
departmental guidelines we incorporate an M&A component into our target price. M&A rank of 3 is considered immaterial and therefore does not 
factor into our price target, and may or may not be discussed in research. 

Quantum 
Quantum is Goldman Sachs’ proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for 
in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets.  

GS SUSTAIN 
GS SUSTAIN is a global investment strategy focused on the generation of long-term alpha through identifying high quality industry leaders. The GS 
SUSTAIN 50 list includes leaders we believe to be well positioned to deliver long-term outperformance through superior returns on capital, sustainable 
competitive advantage and effective management of ESG risks vs. global industry peers. Candidates are selected largely on a combination of 
quantifiable analysis of these three aspects of corporate performance. 

Disclosures 
Coverage group(s) of stocks by primary analyst(s) 
Michael Lapides: America-Diversified Pipelines, America-Diversified Utilities, America-Energy MLPs, America-Independent Power Producers, 
America-Regulated Utilities. Insoo Kim, CFA: America-Diversified Utilities, America-Regulated Utilities. David Fishman, CFA: America-Diversified 
Utilities. 

America-Diversified Pipelines: Enbridge Inc., Enbridge Inc., Kinder Morgan Inc., ONEOK Inc., Tallgrass Energy LP, TC Energy Corp., TC Energy Corp., 
Williams Cos..  

America-Diversified Utilities: Avangrid Inc., Centerpoint Energy Inc., CMS Energy Corp., Dominion Energy Inc., DTE Energy Co., Entergy Corp., Exelon 
Corp., FirstEnergy Corp., NextEra Energy Inc., OGE Energy Corp., Public Service Enterprise Group, Sempra Energy.  

America-Energy MLPs: Cheniere Energy Inc., Cheniere Energy Partners, Energy Transfer LP, Enterprise Products Partners LP, Rattler Midstream LP, TC 
PipeLines LP.  

America-Independent Power Producers: Clearway Energy Inc., NextEra Energy Partners, NRG Energy Inc..  

America-Regulated Utilities: Ameren Corp., American Electric Power, American Water Works, Consolidated Edison Inc., Duke Energy Corp., Edison 
International, Evergy Inc., Eversource Energy, NiSource Inc., PG&E Corp., Pinnacle West Capital Corp., Portland General Electric Co., PPL Corp., 
Southern Co., WEC Energy Group.  

Company-specific regulatory disclosures 
The following disclosures relate to relationships between The Goldman Sachs Group, Inc. (with its affiliates, “Goldman Sachs”) and companies covered 
by the Global Investment Research Division of Goldman Sachs and referred to in this research. 

Goldman Sachs has received compensation for investment banking services in the past 12 months: Exelon Corp. ($45.06) 

Goldman Sachs expects to receive or intends to seek compensation for investment banking services in the next 3 months: Exelon Corp. ($45.06) 

Goldman Sachs had an investment banking services client relationship during the past 12 months with: Exelon Corp. ($45.06) 

Goldman Sachs had a non-investment banking securities-related services client relationship during the past 12 months with: Exelon Corp. ($45.06) 
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Goldman Sachs had a non-securities services client relationship during the past 12 months with: Exelon Corp. ($45.06) 

Goldman Sachs makes a market in the securities or derivatives thereof: Exelon Corp. ($45.06) 

Distribution of ratings/investment banking relationships 
Goldman Sachs Investment Research global Equity coverage universe 

 

As of July 1, 2019, Goldman Sachs Global Investment Research had investment ratings on 2,924 equity securities. Goldman Sachs assigns stocks as 
Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold and Sell for 
the purposes of the above disclosure required by the FINRA Rules. See ‘Ratings, Coverage groups and related definitions’ below. The Investment 
Banking Relationships chart reflects the percentage of subject companies within each rating category for whom Goldman Sachs has provided 
investment banking services within the previous twelve months.     

Price target and rating history chart(s) 

 

Regulatory disclosures 
Disclosures required by United States laws and regulations 
See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager or 
co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-managed 
public offerings in prior periods; directorships; for equity securities, market making and/or specialist role. Goldman Sachs trades or may trade as a 
principal in debt securities (or in related derivatives) of issuers discussed in this report.  

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts, 
professionals reporting to analysts and members of their households from owning securities of any company in the analyst’s area of coverage.  
Analyst compensation:  Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues.  Analyst 
as officer or director: Goldman Sachs policy generally prohibits its analysts, persons reporting to analysts or members of their households from 
serving as an officer, director or advisor of any company in the analyst’s area of coverage.  Non-U.S. Analysts:  Non-U.S. analysts may not be 
associated persons of Goldman Sachs & Co. LLC and therefore may not be subject to FINRA Rule 2241 or FINRA Rule 2242 restrictions on 
communications with subject company, public appearances and trading securities held by the analysts.  

Distribution of ratings: See the distribution of ratings disclosure above.  Price chart: See the price chart, with changes of ratings and price targets in 
prior periods, above, or, if electronic format or if with respect to multiple companies which are the subject of this report, on the Goldman Sachs 
website at https://www.gs.com/research/hedge.html.   

Additional disclosures required under the laws and regulations of jurisdictions other than the United States 
The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws and 
regulations. Australia: Goldman Sachs Australia Pty Ltd and its affiliates are not authorised deposit-taking institutions (as that term is defined in the 
Banking Act 1959 (Cth)) in Australia and do not provide banking services, nor carry on a banking business, in Australia. This research, and any access to 
it, is intended only for “wholesale clients” within the meaning of the Australian Corporations Act, unless otherwise agreed by Goldman Sachs. In 
producing research reports, members of the Global Investment Research Division of Goldman Sachs Australia may attend site visits and other 
meetings hosted by the companies and other entities which are the subject of its research reports. In some instances the costs of such site visits or 
meetings may be met in part or in whole by the issuers concerned if Goldman Sachs Australia considers it is appropriate and reasonable in the specific 
circumstances relating to the site visit or meeting. To the extent that the contents of this document contains any financial product advice, it is general 
advice only and has been prepared by Goldman Sachs without taking into account a client’s objectives, financial situation or needs. A client should, 
before acting on any such advice, consider the appropriateness of the advice having regard to the client’s own objectives, financial situation and needs. 
A copy of certain Goldman Sachs Australia and New Zealand disclosure of interests and a copy of Goldman Sachs’ Australian Sell-Side Research 
Independence Policy Statement are available at: https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html.  Brazil: Disclosure 
information in relation to CVM Instruction 598 is available at https://www.gs.com/worldwide/brazil/area/gir/index.html. Where applicable, the 
Brazil-registered analyst primarily responsible for the content of this research report, as defined in Article 20 of CVM Instruction 598, is the first author 
named at the beginning of this report, unless indicated otherwise at the end of the text.  Canada: Goldman Sachs Canada Inc. is an affiliate of The 

Rating Distribution Investment Banking Relationships

Buy Hold Sell Buy Hold Sell

Global 38% 49% 13% 66% 57% 51%
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Goldman Sachs Group Inc. and therefore is included in the company specific disclosures relating to Goldman Sachs (as defined above). Goldman Sachs 
Canada Inc. has approved of, and agreed to take responsibility for, this research report in Canada if and to the extent that Goldman Sachs Canada Inc. 
disseminates this research report to its clients.  Hong Kong: Further information on the securities of covered companies referred to in this research 
may be obtained on request from Goldman Sachs (Asia) L.L.C.  India: Further information on the subject company or companies referred to in this 
research may be obtained from Goldman Sachs (India) Securities Private Limited, Research Analyst - SEBI Registration Number INH000001493, 951-A, 
Rational House, Appasaheb Marathe Marg, Prabhadevi, Mumbai 400 025, India, Corporate Identity Number U74140MH2006FTC160634, Phone +91 22 
6616 9000, Fax +91 22 6616 9001. Goldman Sachs may beneficially own 1% or more of the securities (as such term is defined in clause 2 (h) the Indian 
Securities Contracts (Regulation) Act, 1956) of the subject company or companies referred to in this research report.  Japan: See below.  Korea: This 
research, and any access to it, is intended only for “professional investors” within the meaning of the Financial Services and Capital Markets Act, 
unless otherwise agreed by Goldman Sachs. Further information on the subject company or companies referred to in this research may be obtained 
from Goldman Sachs (Asia) L.L.C., Seoul Branch.  New Zealand: Goldman Sachs New Zealand Limited and its affiliates are neither “registered banks” 
nor “deposit takers” (as defined in the Reserve Bank of New Zealand Act 1989) in New Zealand. This research, and any access to it, is intended for 
“wholesale clients” (as defined in the Financial Advisers Act 2008) unless otherwise agreed by Goldman Sachs. A copy of certain Goldman Sachs 
Australia and New Zealand disclosure of interests is available at: https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html.  Russia: 
Research reports distributed in the Russian Federation are not advertising as defined in the Russian legislation, but are information and analysis not 
having product promotion as their main purpose and do not provide appraisal within the meaning of the Russian legislation on appraisal activity. 
Research reports do not constitute a personalized investment recommendation as defined in Russian laws and regulations, are not addressed to a 
specific client, and are prepared without analyzing the financial circumstances, investment profiles or risk profiles of clients. Goldman Sachs assumes 
no responsibility for any investment decisions that may be taken by a client or any other person based on this research report.  Singapore: Further 
information on the covered companies referred to in this research may be obtained from Goldman Sachs (Singapore) Pte. (Company Number: 
198602165W).  Taiwan: This material is for reference only and must not be reprinted without permission. Investors should carefully consider their own 
investment risk. Investment results are the responsibility of the individual investor.  United Kingdom: Persons who would be categorized as retail 
clients in the United Kingdom, as such term is defined in the rules of the Financial Conduct Authority, should read this research in conjunction with prior 
Goldman Sachs research on the covered companies referred to herein and should refer to the risk warnings that have been sent to them by Goldman 
Sachs International. A copy of these risks warnings, and a glossary of certain financial terms used in this report, are available from Goldman Sachs 
International on request.   

European Union: Disclosure information in relation to Article 6 (2) of the European Commission Delegated Regulation (EU) (2016/958) supplementing 
Regulation (EU) No 596/2014 of the European Parliament and of the Council with regard to regulatory technical standards for the technical 
arrangements for objective presentation of investment recommendations or other information recommending or suggesting an investment strategy 
and for disclosure of particular interests or indications of conflicts of interest is available at https://www.gs.com/disclosures/europeanpolicy.html which 
states the European Policy for Managing Conflicts of Interest in Connection with Investment Research.   

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho 
69, and a member of Japan Securities Dealers Association, Financial Futures Association of Japan and Type II Financial Instruments Firms Association. 
Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific disclosures as to 
any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese Securities Finance 
Company.   

Ratings, coverage groups and related definitions 
Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy or 
Sell on an Investment List is determined by a stock’s total return potential relative to its coverage. Any stock not assigned as a Buy or a Sell on an 
Investment List with an active rating (i.e., a  stock that is not Rating Suspended, Not Rated, Coverage Suspended or Not Covered), is deemed Neutral. 
Each region’s Investment Review Committee manages Regional Conviction lists, which represent investment recommendations focused on the size of 
the total return potential and/or the likelihood of the realization of the return across their respective areas of coverage.  The addition or removal of 
stocks from such Conviction lists do not represent a change in the analysts’ investment rating for such stocks.    

Total return potential represents the upside or downside differential between the current share price and the price target, including all paid or 
anticipated dividends, expected during the time horizon associated with the price target. Price targets are required for all covered stocks. The total 
return potential, price target and associated time horizon are stated in each report adding or reiterating an Investment List membership.  

Coverage groups: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at 
https://www.gs.com/research/hedge.html.    

Not Rated (NR). The investment rating and target price have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in an 
advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances.  Rating Suspended (RS). Goldman 
Sachs Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis for 
determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target. The previous investment rating and 
price target, if any, are no longer in effect for this stock and should not be relied upon.  Coverage Suspended (CS). Goldman Sachs has suspended 
coverage of this company.  Not Covered (NC). Goldman Sachs does not cover this company.  Not Available or Not Applicable (NA). The information 
is not available for display or is not applicable.  Not Meaningful (NM). The information is not meaningful and is therefore excluded.   

Global product; distributing entities 
The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs on a global basis. 
Analysts based in Goldman Sachs offices around the world produce research on industries and companies, and research on macroeconomics, 
currencies, commodities and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd (ABN 21 006 797 897); in 
Brazil by Goldman Sachs do Brasil Corretora de Títulos e Valores Mobiliários S.A.; Ombudsman Goldman Sachs Brazil: 0800 727 5764 and / or 
ouvidoriagoldmansachs@gs.com. Available Weekdays (except holidays), from 9am to 6pm. Ouvidoria Goldman Sachs Brasil: 0800 727 5764 e/ou 
ouvidoriagoldmansachs@gs.com. Horário de funcionamento: segunda-feira à sexta-feira (exceto feriados), das 9h às 18h; in Canada by either Goldman 
Sachs Canada Inc. or Goldman Sachs & Co. LLC; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman Sachs (India) Securities Private 
Ltd.; in Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand by Goldman 
Sachs New Zealand Limited; in Russia by OOO Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 198602165W); 
and in the United States of America by Goldman Sachs & Co. LLC. Goldman Sachs International has approved this research in connection with its 
distribution in the United Kingdom and European Union.  

European Union: Goldman Sachs International authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and 
the Prudential Regulation Authority, has approved this research in connection with its distribution in the European Union and United Kingdom; Goldman 
Sachs AG and Goldman Sachs International Zweigniederlassung Frankfurt, regulated by the Bundesanstalt für Finanzdienstleistungsaufsicht, may also 
distribute research in Germany.  
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General disclosures 
This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we 
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. The information, opinions, estimates and 
forecasts contained herein are as of the date hereof and are subject to change without prior notification. We seek to update our research as 
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large majority 
of reports are published at irregular intervals as appropriate in the analyst’s judgment. 

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have investment 
banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research Division. 
Goldman Sachs & Co. LLC, the United States broker dealer, is a member of SIPC (https://www.sipc.org).  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and principal 
trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, principal trading desks and 
investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research. 

The analysts named in this report may have from time to time discussed with our clients, including Goldman Sachs salespersons and traders, or may 
discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the equity securities 
discussed in this report, which impact may be directionally counter to the analyst’s published price target expectations for such stocks. Any such 
trading strategies are distinct from and do not affect the analyst’s fundamental equity rating for such stocks, which rating reflects a stock’s return 
potential relative to its coverage group as described herein. 

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act 
as principal in, and buy or sell, the securities or derivatives, if any, referred to in this research.  

The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do not 
necessarily reflect those of Global Investment Research and are not an official view of Goldman Sachs. 

Any third party referenced herein, including any salespeople, traders and other professionals or members of their household, may have positions in the 
products mentioned that are inconsistent with the views expressed by analysts named in this report. 

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 
illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if 
appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them 
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. 
Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.  

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 
Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at 
https://www.theocc.com/about/publications/character-risks.jsp and 
https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018. 
Transaction costs may be significant in option strategies calling for multiple purchase and sales of options such as spreads. Supporting documentation 
will be supplied upon request.  

Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by the Global Investment 
Research division of GS may vary as compared to that provided to internal and other external clients of GS, depending on various factors including your 
individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g., 
marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.  
As an example, certain clients may request to receive notifications when research on specific securities is published, and certain clients may request 
that specific data underlying analysts’ fundamental analysis available on our internal client websites be delivered to them electronically through data 
feeds or otherwise. No change to an analyst’s fundamental research views (e.g., ratings, price targets, or material changes to earnings estimates for 
equity securities), will be communicated to any client prior to inclusion of such information in a research report broadly disseminated through electronic 
publication to our internal client websites or through other means, as necessary, to all clients who are entitled to receive such reports. 

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all 
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our 
research by third party aggregators. For research, models or other data related to one or more securities, markets or asset classes (including related 
services) that may be available to you, please contact your GS representative or go to https://research.gs.com. 

Disclosure information is also available at https://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY 
10282. 

© 2019 Goldman Sachs.  

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior written 
consent of The Goldman Sachs Group, Inc.  
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www.ubs.com/investmentresearch 

This report has been prepared by UBS Securities LLC.  ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON 
PAGE 3.  UBS does and seeks to do business with companies covered in its research reports. As a result, investors should be aware 
that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as 
only a single factor in making their investment decision. 
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First Read 

Exelon Corp 
Q2'19 $0.60 v. $0.62 Cons, $0.59 UBSe, $0.71 2Q'18 
 

Q: How did the results compare vs expectations? 
A: For the quarter EXC reported $0.60 v. $0.62 Cons, $0.59 UBSe, $0.71 2Q'18 and 
guidance issued at 1Q'19 of $0.55-$0.65. 

Q: What were the most noteworthy areas in the results? 
A: Gross Margin in total was flat in '19 at $7,650mln, down $100mln in '20 at 
$7,300mln and down $250mln in '21 at $6,950mln.  Open gross margin was lower by 
$600mln/$550mln/$500mln respectively, but was mostly offset by MTM on hedges. 

Q: Has the company's outlook/guidance changed? 
A: Guidance for 2019 was reiterated at $3.00 - $3.30, and guidance was provided for 
3Q'19 of $0.80-$0.90 below consensus of $0.97 although we believe this is due to 
seasonality vs. consensus given reiteration of annual guidance. 

Q: How would we expect investors to react? 
A: Slight negative on the miss, but on balance Gross Margin likely better than expected. 
On the call investors will be listening for the prospects of IL legislation in the Fall veto 
session. 

Equities 
 

Americas 

Electric Utilities 
 

12-month rating Buy 

  

12m price target US$56.00 

  

Price US$45.06 

RIC:  EXC.N BBG:  EXC US  
 

Trading data and key metrics 
52-wk range US$50.95-42.00 

Market cap. US$43.3bn 

Shares o/s 960m (COM) 

Free float 100% 

Avg. daily volume ('000) 1,391 

Avg. daily value (m) US$67.8 

Common s/h equity (12/19E) US$32.5bn 

P/BV (12/19E) 1.3x 

Net debt / EBITDA (12/19E) 3.3x 
 

EPS (UBS, diluted) (US$) 
  12/19E   
  UBS  Cons. 

Q1  0.87  0.87 
Q2E  0.59  0.61 
Q3E  1.02  0.98 
Q4E  0.71  0.68 

12/19E  3.19  3.13 
12/20E  3.14  3.07 
12/21E  3.14  3.04 
 

Daniel Ford, CFA 
Analyst 

dan.ford@ubs.com 
+1-212-713-2224 

Ross Fowler, CFA 
Analyst 

ross.fowler@ubs.com 
+1-212-713-1287 

 

Highlights (US$m) 12/16 12/17 12/18 12/19E 12/20E 12/21E 12/22E 12/23E 
Revenues 31,360 33,531 35,985 35,482 35,607 35,838 36,266 36,777 
EBIT (UBS) 4,879 4,032 4,762 5,649 5,560 5,541 5,681 5,815 
Net earnings (UBS) 2,487 2,465 3,028 3,093 3,046 3,039 3,185 3,300 
EPS (UBS, diluted) (US$) 2.68 2.60 3.12 3.19 3.14 3.14 3.29 3.41 
DPS (US$) 1.26 1.31 1.38 1.45 1.53 1.61 1.70 1.79 
Net (debt) / cash (35,278) (34,684) (35,178) (33,532) (32,515) (31,031) (29,181) (27,076) 

 

Profitability/valuation 12/16 12/17 12/18 12/19E 12/20E 12/21E 12/22E 12/23E 
EBIT margin % 15.6 12.0 13.2 15.9 15.6 15.5 15.7 15.8 
ROIC (EBIT) % 7.5 5.0 5.7 6.7 6.6 6.5 6.7 6.9 
EV/EBITDA (core) x 7.3 9.1 8.9 8.2 8.0 7.7 7.4 7.2 
P/E (UBS, diluted) x 12.5 14.4 13.3 14.1 14.3 14.4 13.7 13.2 
Equity FCF (UBS) yield % (1.2) (1.1) 2.0 6.8 5.8 7.0 8.1 8.9 
Net dividend yield % 3.8 3.5 3.3 3.2 3.4 3.6 3.8 4.0 
Source: Company accounts, Thomson Reuters, UBS estimates. UBS adjusted EPS is stated before goodwill-related charges and other adjustments for abnormal and economic items at the analysts' 
judgement. Valuations: based on an average share price that year, (E): based on a share price of US$45.06 on 31 Jul 2019 19:35 EDT 
 
 

Key metrics ($) 

 Consensus 
estimates UBS estimates Actual % diff vs. 

consensus 

Adjusted EPS $0.62 $0.59 $0.60 (3.2%) 

     

     
Source: 2Q'19 EXC Release, Factset, UBS Equity Research Estimates 
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Forecast returns 

Forecast price appreciation +24.3% 

Forecast dividend yield 3.3% 

Forecast stock return +27.6% 

Market return assumption 6.9% 

Forecast excess return +20.7% 

 
  

Valuation Method and Risk Statement 

Our valuation methodology for the group is price to earnings based.  The 
adjustments applied fall into 5 categories.  These are as follows: 1) Group 
Valuation Bias: Flowing from our valuation work comparing Baa corporate yields to 
group dividend yields and RU price to earnings ratios to those for the S&P 500, we 
incorporate a positive or negative adjustment to our group multiple representing 
the gap we calculate to the nearest 5%; 2) Growth Adjustment: We adjust our 
valuations based on the growth quartile each utility occupies.  First quartile receives 
a 5% premium, second quartile a 2% premium, third quartile a 2% discount and 
fourth quartile a 5% discount; 3) Regulatory Adjustment: Our valuation 
adjustments for regulation are based on our proprietary Regulatory Rankings. First 
quartile jurisdictions receive 5%, second quartile 2%, third quartile -2% and 
fourth quartile -5%; 5) Multi Utility Diversified Valuation: For multi utilities (those 
with more than 15% diversified or foreign earnings), we perform a sum-of-parts 
analysis applying business/region appropriate valuations to those diversified 
businesses; 6) One-off Adjustments:  In special situations, we value risk on an issue 
specific basis.  Common areas where we apply such an adjustment include: ESG 
advantage, large project construction risk, legal risk, and announced M&A 
completion risk. 
 
We value Exelon at $56/share on a sum of the parts analysis.  We value Exelon's 
Utility and Parent Only (UPO) at a net 8% premium to the group multiple of 17.8x 
our $2.17/share UPO earnings forecast for 2021.  Our 8% net premium is derived 
from a 5% premium for the overall regulated utility group, premised upon the 
current undervaluation versus the Baa corporate bond rounded down to the 
nearest 5%, a (2%) premium for a 3rd quartile regulatory ranking overall, and 5% 
premium for 1st quartile earnings growth.  This yields $42/share.  We value the 
ExGen competitive generation business at a 7.2x our 2020 estimated Open EBITDA 
of $2,342mln, plus NPV of hedges of $0.2Bln less net debt of $3.7Bln which yields 
$14/share. 
 
Specific risks for Exelon include natural gas prices, power prices, nuclear 
operational risks, regulatory risks at the Pepco utilities, weather, interest rates, and 
relative cost of coal and uranium.  
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Required Disclosures 

This report has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates 
are referred to herein as UBS. 

For information on the ways in which UBS manages conflicts and maintains independence of its research product; historical 
performance information; and certain additional disclosures concerning UBS research recommendations, please visit 
www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is not a reliable 
indicator of future results. Additional information will be made available upon request. UBS Securities Co. Limited is licensed 
to conduct securities investment consultancy businesses by the China Securities Regulatory Commission. UBS acts or may act 
as principal in the debt securities (or in related derivatives) that may be the subject of this report. This recommendation was 
finalized on: 01 August 2019 11:19 AM GMT. UBS has designated certain Research department members as Derivatives 
Research Analysts where those department members publish research principally on the analysis of the price or market for a 
derivative, and provide information reasonably sufficient upon which to base a decision to enter into a derivatives 
transaction. Where Derivatives Research Analysts co-author research reports with Equity Research Analysts or Economists, 
the Derivatives Research Analyst is responsible for the derivatives investment views, forecasts, and/or recommendations. 

Analyst Certification:Each research analyst primarily responsible for the content of this research report, in whole or in part, 
certifies that with respect to each security or issuer that the analyst covered in this report: (1) all of the views expressed 
accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner, 
including with respect to UBS, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed by that research analyst in the research report. 

UBS Investment Research: Global Equity Rating Definitions 

12-Month Rating Definition Coverage1 IB Services2 

Buy FSR is > 6% above the MRA. 45% 30% 

Neutral FSR is between -6% and 6% of the MRA. 40% 28% 

Sell FSR is > 6% below the MRA. 15% 20% 

Short-Term Rating Definition Coverage3 IB Services4 

Buy 
Stock price expected to rise within three months from the time 
the rating was assigned because of a specific catalyst or event. <1% <1% 

Sell 
Stock price expected to fall within three months from the time 
the rating was assigned because of a specific catalyst or event. <1% <1% 

Source: UBS. Rating allocations are as of 30 June 2019. 
1:Percentage of companies under coverage globally within the 12-month rating category. 
2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided 
within the past 12 months. 
3:Percentage of companies under coverage globally within the Short-Term rating category. 
4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided 
within the past 12 months. 

KEY DEFINITIONS:Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend 
yield over the next 12 months. In some cases, this yield may be based on accrued dividends. Market Return Assumption 
(MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and not a forecast of, the equity risk 
premium). Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or 
rating are subject to possible change in the near term, usually in response to an event that may affect the investment case 
or valuation. Short-Term Ratings reflect the expected near-term (up to three months) performance of the stock and do not 
reflect any change in the fundamental view or investment case. Equity Price Targets have an investment horizon of 12 
months. 
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EXCEPTIONS AND SPECIAL CASES:UK and European Investment Fund ratings and definitions are: Buy: Positive on 
factors such as structure, management, performance record, discount; Neutral: Neutral on factors such as structure, 
management, performance record, discount; Sell: Negative on factors such as structure, management, performance record, 
discount. Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the Investment 
Review Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective 
company's debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands as they 
relate to the rating. When such exceptions apply, they will be identified in the Company Disclosures table in the relevant 
research piece. 

Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not 
registered/qualified as research analysts with FINRA. Such analysts may not be associated persons of UBS Securities LLC and 
therefore are not subject to the FINRA restrictions on communications with a subject company, public appearances, and 
trading securities held by a research analyst account. The name of each affiliate and analyst employed by that affiliate 
contributing to this report, if any, follows. 

UBS Securities LLC: Daniel Ford, CFA; Ross Fowler, CFA.  

Company Disclosures 

Company Name Reuters 12-month rating Short-term rating Price Price date 

Exelon Corp7, 16 EXC.N Buy N/A US$45.06 31 Jul 2019 

Source: UBS. All prices as of local market close. 
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock 
pricing date 
7. Within the past 12 months, UBS Securities LLC and/or its affiliates have received compensation for products and 

services other than investment banking services from this company/entity. 
16. UBS Securities LLC makes a market in the securities and/or ADRs of this company. 

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. For a complete set 
of disclosure statements associated with the companies discussed in this report, including information on valuation and risk, 
please contact UBS Securities LLC, 1285 Avenue of Americas, New York, NY 10019, USA, Attention: Investment Research. 
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Date Stock Price (US$) Price Target (US$) Rating 

2016-04-29 35.09 30.0 Neutral 
2016-05-09 35.25 35.0 Neutral 
2016-07-21 36.46 38.0 Neutral 
2016-10-12 32.51 33.0 Neutral 
2016-12-05 33.32 34.0 Neutral 
2017-01-19 35.74 36.0 Neutral 
2017-02-10 35.02 37.5 Neutral 
2017-04-18 35.78 36.0 Neutral 
2017-05-15 34.7 37.5 Buy 
2017-06-06 36.69 - No Rating 
2018-02-01 37.84 44.0 Buy 
2018-02-16 37.78 43.0 Buy 
2018-04-02 38.26 44.0 Buy 
2018-04-13 38.34 47.0 Buy 
2018-05-18 39.44 46.0 Buy 
2018-06-29 42.6 48.0 Buy 
2018-07-13 42.39 50.0 Buy 
2018-11-29 45.67 51.0 Buy 
2019-01-03 44.12 49.0 Buy 
2019-02-01 47.46 53.0 Buy 
2019-03-20 49.1 56.0 Buy 

Source: UBS; as of 31 Jul 2019 
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Global Disclaimer 
This document has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS. 

This Document is provided solely to recipients who are expressly authorized by UBS to receive it. If you are not so authorized you must immediately 
destroy the Document.  

Global Research is provided to our clients through UBS Neo, and in certain instances, UBS.com and any other system or distribution method specifically identified in one 
or more communications distributed through UBS Neo or UBS.com (each a system) as an approved means for distributing Global Research. It may also be made available 
through third party vendors and distributed by UBS and/or third parties via e-mail or alternative electronic means. The level and types of services provided by Global 
Research to a client may vary depending upon various factors such as a client's individual preferences as to the frequency and manner of receiving communications, a 
client's risk profile and investment focus and perspective (e.g., market wide, sector specific, long-term, short-term, etc.), the size and scope of the overall client 
relationship with UBS and legal and regulatory constraints. 

All Global Research is available on UBS Neo. Please contact your UBS sales representative if you wish to discuss your access to UBS Neo. 

When you receive Global Research through a System, your access and/or use of such Global Research is subject to this Global Research Disclaimer and to the UBS Neo 
Platform Use Agreement (the "Neo Terms") together with any other relevant terms of use governing the applicable System. 

When you receive Global Research via a third party vendor, e-mail or other electronic means, you agree that use shall be subject to this Global Research Disclaimer, the 
Neo Terms and where applicable the UBS Investment Bank terms of business (https://www.ubs.com/global/en/investment-bank/regulatory.html) and to UBS's Terms of 
Use/Disclaimer (http://www.ubs.com/global/en/legalinfo2/disclaimer.html). In addition, you consent to UBS processing your personal data and using cookies in 
accordance with our Privacy Statement (http://www.ubs.com/global/en/legalinfo2/privacy.html) and cookie notice 
(http://www.ubs.com/global/en/homepage/cookies/cookie-management.html). 

If you receive Global Research, whether through a System or by any other means, you agree that you shall not copy, revise, amend, create a derivative 
work, provide to any third party, or in any way commercially exploit any UBS research provided via Global Research or otherwise, and that you shall not 
extract data from any research or estimates provided to you via Global Research or otherwise, without the prior written consent of UBS.  

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or 
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or 
would subject UBS to any registration or licensing requirement within such jurisdiction. 

This document is a general communication and is educational in nature; it is not an advertisement nor is it a solicitation or an offer to buy or sell any financial 
instruments or to participate in any particular trading strategy. Nothing in this document constitutes a representation that any investment strategy or recommendation is 
suitable or appropriate to an investor’s individual circumstances or otherwise constitutes a personal recommendation. By providing this document, none of UBS or its 
representatives has any responsibility or authority to provide or have provided investment advice in a fiduciary capacity or otherwise. Investments involve risks, and 
investors should exercise prudence and their own judgment in making their investment decisions. None of UBS or its representatives is suggesting that the recipient or 
any other person take a specific course of action or any action at all. By receiving this document, the recipient acknowledges and agrees with the intended purpose 
described above and further disclaims any expectation or belief that the information constitutes investment advice to the recipient or otherwise purports to meet the 
investment objectives of the recipient. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of 
investors. 

Options, structured derivative products and futures (including OTC derivatives) are not suitable for all investors. Trading in these instruments is considered risky and may 
be appropriate only for sophisticated investors. Prior to buying or selling an option, and for the complete risks relating to options, you must receive a copy of "The 
Characteristics and Risks of Standardized Options." You may read the document at http://www.theocc.com/publications/risks/riskchap1.jsp or ask your salesperson for a 
copy. Various theoretical explanations of the risks associated with these instruments have been published. Supporting documentation for any claims, comparisons, 
recommendations, statistics or other technical data will be supplied upon request. Past performance is not necessarily indicative of future results. Transaction costs may 
be significant in option strategies calling for multiple purchases and sales of options, such as spreads and straddles. Because of the importance of tax considerations to 
many options transactions, the investor considering options should consult with his/her tax advisor as to how taxes affect the outcome of contemplated options 
transactions. 

Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market 
conditions. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For 
investment advice, trade execution or other enquiries, clients should contact their local sales representative. 

The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily 
a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising 
out of the use of all or any of the Information. 

Prior to making any investment or financial decisions, any recipient of this document or the information should take steps to understand the risk and return of the 
investment and seek individualized advice from his or her personal financial, legal, tax and other professional advisors that takes into account all the particular facts and 
circumstances of his or her investment objectives. 

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no 
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or 
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results. 

No representation or warranty, either expressed or implied, is provided in relation to the accuracy, completeness or reliability of the information contained in any 
materials to which this document relates (the "Information"), except with respect to Information concerning UBS. The Information is not intended to be a complete 
statement or summary of the securities, markets or developments referred to in the document. UBS does not undertake to update or keep current the Information. Any 
opinions expressed in this document may change without notice and may differ or be contrary to opinions expressed by other business areas or groups, personnel or 
other representative of UBS. Any statements contained in this report attributed to a third party represent UBS's interpretation of the data, information and/or opinions 
provided by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party. In no 
circumstances may this document or any of the Information (including any forecast, value, index or other calculated amount ("Values")) be used for any of the following 
purposes: 

(i) valuation or accounting purposes; 

(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or 

(iii) to measure the performance of any financial instrument including, without limitation, for the purpose of tracking the return or performance of any Value or of 
defining the asset allocation of portfolio or of computing performance fees. 

By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for 
any of the above purposes or otherwise rely upon this document or any of the Information. 

UBS has policies and procedures, which include, without limitation, independence policies and permanent information barriers, that are intended, and upon which UBS 
relies, to manage potential conflicts of interest and control the flow of information within divisions of UBS and among its subsidiaries, branches and affiliates. For further 
information on the ways in which UBS manages conflicts and maintains independence of its research products, historical performance information and certain additional 
disclosures concerning UBS research recommendations, please visit www.ubs.com/disclosures. 

Research will initiate, update and cease coverage solely at the discretion of UBS Research Management, which will also have sole discretion on the timing and frequency 
of any published research product. The analysis contained in this document is based on numerous assumptions. All material information in relation to published research 
reports, such as valuation methodology, risk statements, underlying assumptions (including sensitivity analysis of those assumptions), ratings history etc. as required by 
the Market Abuse Regulation, can be found on UBS Neo. Different assumptions could result in materially different results. 

The analyst(s) responsible for the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, 
applying and interpreting market information. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS into other 
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areas, units, groups or affiliates of UBS. The compensation of the analyst who prepared this document is determined exclusively by research management and senior 
management (not including investment banking). Analyst compensation is not based on investment banking revenues; however, compensation may relate to the 
revenues of UBS and/or its divisions as a whole, of which investment banking, sales and trading are a part, and UBS's subsidiaries, branches and affiliates as a whole. 

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or 
liquidity provider (in accordance with the interpretation of these terms under English law or, if not carried out by UBS in the UK the law of the relevant jurisdiction in 
which UBS determines it carries out the activity) in the financial instruments of the issuer save that where the activity of liquidity provider is carried out in accordance 
with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in this document. For financial 
instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in the US in accordance with 
the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued a warrant the value of 
which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or short positions, trade as 
principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions expressed in this document. 

Within the past 12 months UBS AG, its affiliates or subsidiaries may have received or provided investment services and activities or ancillary services as per MiFID II which 
may have given rise to a payment or promise of a payment in relation to these services from or to this company. 

Where Global Research refers to "UBS Evidence Lab Inside" or has made use of data provided by UBS Evidence Lab you understand that UBS Evidence Lab is a separate 
department to Global Research and that UBS Evidence Lab does not provide research, investment recommendations or advice. 

United Kingdom: This material is distributed by UBS AG, London Branch to persons who are eligible counterparties or professional clients. UBS AG, London Branch is 
authorised by the Prudential Regulation Authority and subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation 
Authority. Europe: Except as otherwise specified herein, these materials are distributed by UBS Europe SE, a subsidiary of UBS AG, to persons who are eligible 
counterparties or professional clients (as detailed in the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin)Rules and according to MIFID) and are only available to 
such persons. The information does not apply to, and should not be relied upon by, retail clients. UBS Europe SE is authorised by the [European Central Bank (ECB)] and 
regulated by the BaFin and the ECB.  France:  Prepared by UBS Europe SE and distributed by UBS Europe SE and UBS Securities France S.A. UBS Securities France S.A. is 
regulated by the ACPR (Autorité de Contrôle Prudentiel et de Résolution) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. 
has contributed to this document, the document is also deemed to have been prepared by UBS Securities France S.A. Germany, Luxembourg, the Netherlands, 
Belgium and Ireland: Prepared by UBS AG, London Branch and distributed by UBS AG, London Branch and UBS Europe SE. Spain: Prepared by UBS Europe SE and 
distributed by UBS Europe SE and UBS Securities España SV, SA. UBS Securities España SV, SA is regulated by the Comisión Nacional del Mercado de Valores (CNMV). 
Turkey: Distributed by UBS AG, London Branch. No information in this document is provided for the purpose of offering, marketing and sale by any means of any 
capital market instruments and services in the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the 
Republic of Turkey. UBS AG, London Branch is not licensed by the Turkish Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). 
Accordingly, neither this document nor any other offering material related to the instruments/services may be utilized in connection with providing any capital market 
services to persons within the Republic of Turkey without the prior approval of the Capital Market Board. However, according to article 15 (d) (ii) of the Decree No. 32, 
there is no restriction on the purchase or sale of the securities abroad by residents of the Republic of Turkey. Poland: Distributed by UBS Europe SE (spolka z 
ograniczona odpowiedzialnoscia) Oddzial w Polsce regulated by the Polish Financial Supervision Authority. Where an analyst of UBS Europe SE (spolka z ograniczona 
odpowiedzialnoscia) Oddzial w Polsce has contributed to this document, the document is also deemed to have been prepared by UBS Europe SE (spolka z ograniczona 
odpowiedzialnoscia) Oddzial w Polsce. Russia: Prepared and distributed by UBS Bank (OOO). Switzerland: Distributed by UBS AG to persons who are institutional 
investors only. UBS AG is regulated by the Swiss Financial Market Supervisory Authority (FINMA). Italy: Prepared by UBS Europe SE and distributed by UBS Europe SE and 
UBS Europe SE, Italy Branch. Where an analyst of UBS Europe SE, Italy Branch has contributed to this document, the document is also deemed to have been prepared by 
UBS Europe SE, Italy Branch.South Africa: Distributed by UBS South Africa (Pty) Limited (Registration No. 1995/011140/07), an authorised user of the JSE and an 
authorised Financial Services Provider (FSP 7328). Israel: This material is distributed by UBS AG, London Branch. UBS Securities Israel Ltd is a licensed Investment 
Marketer that is supervised by the Israel Securities Authority (ISA). UBS AG, London Branch and its affiliates incorporated outside Israel are not licensed under the Israeli 
Advisory Law. UBS AG, London Branch is not covered by insurance as required from a licensee under the Israeli Advisory Law. UBS may engage among others in issuance 
of Financial Assets or in distribution of Financial Assets of other issuers for fees or other benefits. UBS AG, London Branch and its affiliates may prefer various Financial 
Assets to which they have or may have Affiliation (as such term is defined under the Israeli Advisory Law). Nothing in this Material should be considered as investment 
advice under the Israeli Advisory Law. This Material is being issued only to and/or is directed only at persons who are Eligible Clients within the meaning of the Israeli 
Advisory Law, and this material must not be relied on or acted upon by any other persons. Saudi Arabia: This document has been issued by UBS AG (and/or any of its 
subsidiaries, branches or affiliates), a public company limited by shares, incorporated in Switzerland with its registered offices at Aeschenvorstadt 1, CH-4051 Basel and 
Bahnhofstrasse 45, CH-8001 Zurich. This publication has been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi closed joint stock company incorporated 
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Ticker Price Rating
AVA 46.03 Neutral
D 74.29 Buy
DUK 86.72 Buy
ETR 105.62 Buy
EXC 45.06 Buy
NI 29.69 Buy
OGE 42.95 Neutral
PNW 91.22 Neutral
SO 56.20 Neutral

 

 Power, Utilities & Alternative Energy August 1, 2019

The Guggenheim Daily Transmission: SO, ETR, NI,
AVA, D/DUK/ACP, PNW, EXC, FERC/ISO-NE, OGE

For other Guggenheim Hosted Client Utility Events including
Annual TX Power, Gas and Wires Bus Tour, ES Dinner, EEI
Meetings/Utility Dinners, NDR schedule among other events,
scroll down

SO: Unchanged Guidance with a Strong 2Q Beat – Vogtle Progressing as Planned,
Withstanding Staff’s Negative Comments (LINK)

ETR – 2Q Updates Provide Guidance Increase, LT Upside Potential and Improved
Utility Visibility – Re-Rating Begins (LINK)

NI: Inline 2Q; Stable Plan Reaffirmed with Positive Capex Update on 3Q while More
Clarity Achieved in MA Incident (LINK)

D: Inline Quarter, Guidance and LT Growth Reaffirmed But Masked by VRP
“Upside” Confusion and ACP Uncertainty (LINK)

AVA – Revision in procedural schedule for OR rate case

D/ DUK/ ACP – OH Attorneys General joins in the petition for ACP

PNW – Microsoft to build 3 new data centers in West Phoenix

PNW – Environmental suit against Navajo mine expansion dismissed

EXC – Hearing request by opponents of Peach Bottom life extension denied

FERC/ISO-NE – NESCOE request six month extension on fuel security work

OGE – OGE issues response to exceptions in OGE rate case in Oklahoma

AVA – Revision in procedural schedule for OR rate case

• Pursuant to AVA’s request, the OR PUC has adjusted the procedural schedule in the
company’s OR rate case (UG-366) to reflect the submission of a settlement agreement
by August 14.

• Hearing in the case continues to be scheduled for Oct. 3.

Guggenheim takeaway: For your tracking of the case. Recall that the staff has already
entered into a partial stipulation, which calls for a 50% equity ratio with an ROE of 9.4%
vs. an ask of 9.9% ROE at 50% equity ratio (see our 7/15/2019 Daily). We will continue to
monitor this case as well as those in WA and ID as these rate cases pave the way for AVA
toward an improved earnings trajectory.

D/ DUK/ACP – OH Attorneys General joins in the petition for ACP

• The OH attorneys general, Dave Yost, is part of a 16-state alliance that filed a petition
with the U.S. Supreme Court for a review of the appeals court’s decision to vacate the
U.S. Forest Service’s permit for ACP.

• Link to petition HERE.

Guggenheim takeaway: For your tracking of the SCOTUS process on ACP. ACP
developers are approaching the Appalachian Trail Crossing issue on multiple fronts

GUGGENHEIM SECURITIES, LLC Page 1See pages 13 - 14 for analyst certification and important disclosures.
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(SCOTUS, administrative solution, and legislative fix) and we envision one path being
sought becoming successful. That said, the immediate NT focus and potential catalyst for
ACP lies in the timeliness of receiving a Biological Opinion to resume construction on phase
1. See our D 2Q19 note HERE for more details.

PNW – Microsoft to build 3 new data centers in West Phoenix

• Microsoft (MSFT) announced plans to build 3 new data centers in Phoenix and power
them via a 150MW solar farm in partnership with First Solar (NASDAQ: FSLR).

• See HERE.

Guggenheim takeaway: More data centers, something we have repeatedly highlighted in
recent quarters as an important source of growth in the Phoenix region.

PNW – Environmental suit against Navajo mine expansion dismissed

• The 9th Circuit Court of Appeals ruled that legal challenges to expanded coal mining on
the Navajo reservation must include the Navajo Transitional Energy Co.

• The inclusion of the tribal corporation was seen by opponents as an obstacle given the
degrees of immunity enjoyed by federally-recognized tribes.

• See HERE.

Guggenheim takeaway: Not a surprise after the initial ruling.

EXC – Hearing request by opponents of Peach Bottom life extension denied

• Activist group Beyond Nuclear is reportedly considering an appeal to federal court of
the U.S. Atomic Licensing and Review Board’s denial of its request for a hearing on the
potential extension of Peach Bottom’s operating license to 80 years.

• See HERE.

Guggenheim takeaway: For your awareness.

FERC/ISO-NE – NESCOE requests six month extension on fuel security work

• The New England States Committee on Electricity has formally requested from FERC an
extension to April 2020 for the ongoing fuel security market mechanism work underway.

• “NESCOE believes that ISO-NE has worked diligently to develop proposed market design
changes to comply with the Commission’s directive, and it appreciates ISO-NE’s close
engagement with states and stakeholders through the refinements of its design. However,
as the region approaches a near- term stakeholder vote on the proposal and ISO-NE’s
filing deadline, many key details, analyses and core consumer protections remain under
development or will be deferred to a later date. It has become increasingly clear that
additional time is needed to resolve the many outstanding issues.”

• See HERE.

Guggenheim takeaway: Zero surprise to us given the amount of work still to be done, as
evident at last month’s FERC-moderated meetings. Stay tuned for FERC’s response.

OGE – OGE issues response to exceptions in OGE rate case in Oklahoma

• OGE filed a rebuttal to the exceptions filed by intervenors justifying the the process and
record for the case.

• A hearing on the latest set of testimonies is scheduled for August 6.

• Docket: PUD-201800140
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Guggenheim takeaway: Informative datapoint in defending OGE's position and legal
standing for the case record. ALJ has previously issued constructive comments on the
settlement approving OGE investments.
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Dinner with Eversource Senior Management - August 12th in NYC

Equity Research  |  Corporate Access 

Dinner with Eversource Senior Management
Phil Lembo, Chief Financial Officer 

John Moreira, Senior Vice President and Treasurer

Date and Time  

Monday, August 12, 2019 

Group Dinner at 6:00PM 

Location 

Scarpetta 

88 Madison Ave 

New York, NY 

Company Information

Market Cap: $25.1bn

Eversource Energy (ES) engages in the generation, transmission, and distribution of 

natural gas and electricity. It operates through the following segments: Electric 

Distribution, Electric Transmission, Water Distribution and Natural Gas Distribution. 

The Electric Distribution segment distributes electricity to retail customers. The Electric 

Transmission segment owns and maintains transmission facilities through CL&P, 

NSTAR Electric, PSNH, and WMECO. The Water Distribution segment operates three 

separate regulated water utilities in Connecticut, Massachusetts and New Hampshire. 

The Natural Gas Distribution segment transmits and distributes natural gas to retail 

customers. The company was founded on July 1, 1966 and is headquartered in 

Springfield, MA (Source: FactSet)

Participating Guggenheim Analysts

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy
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Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour

Equity Research | Corporate Access

Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour
Please join us in the Lone Star state for two days of meetings in Dallas and Houston,

featuring C-Suite from Vistra, Sempra (Oncor), CenterPoint, NRG and Entergy. We

will be focused on several sector themes including ERCOT market dynamics, de-

regulated power markets and regulated T&D growth opportunities in and outside of

TX, with the trip conveniently timed with the all-important peak summer season and

Q3 earnings.

Dates and Locations

September 19 | Dallas
September 20 | Houston

Thursday, September 19 | Dallas

10:00 AM |Vistra Energy Corp. (VST)
David Campbell, CFO and team

1:00 PM | Sempra Energy (SRE) / Oncor
Allen Nye, CEO; Don Clevenger, CFO and other management team members

Fly to Houston and have dinner with Guggenheim Team

Friday, September 20 | Houston
8:00 AM | CenterPoint Energy, Inc. (CNP)
Xia Liu, CFO; Kenny Mercado, CIO and other team members

10:00 AM | NRG Energy Inc. (NRG)
Mauricio Gutierrez, CEO; Elizabeth Killinger, Head of Mass Retail; Robert Gaudette, Head of
Business Solutions

1:00 PM | Entergy Corporation (ETR)
Drew Marsh, CFO Entergy Corp as well as C-Suite of Entergy Texas

Participating Guggenheim Analyst

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy

Logistics

Transportation details, logistics and hotel recommendations to follow
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Guggenheim's 2019 EEI Schedule

Invite: 54th EEI Financial Conference 

Dates 
November 10-12, 2019 

Company Dinners (Hosted by Guggenheim) 

 

 

Company Meetings 
*More Utilities will be added and we will update schedule accordingly* 

 

 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 
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Guggenheim's Power & Utility Comp Sheet

Price as of Close7/31/2019 Guggenheim Consensus

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

Cap ($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AEP American Electric Power 43.4 Neutral $82 $87.81 3.1% 63% 494 4.20 4.44 4.71 4.93 20.9 19.8 18.6 17.8 4.14 4.40 4.68 4.94 21.2 19.9 18.8 17.8

ALE ALLETE 4.5 Neutral $86 $86.95 2.9% 65% 52 3.65 3.91 4.20 4.30 23.8 22.2 20.7 20.2 3.59 3.86 4.12 4.30 24.3 22.5 21.1 20.2

AVA Avista* 3.0 Neutral $43 $46.03 3.5% 80% 66 1.89 2.05 2.23 2.41 24.4 22.5 20.6 19.1 2.24 1.98 2.14 2.41 20.6 23.2 21.5 19.1

CMS CMS Energy 16.5 Neutral $59 $58.22 2.8% 61% 284 2.50 2.69 2.88 3.07 23.3 21.6 20.2 19.0 2.50 2.67 2.87 3.07 23.3 21.8 20.3 19.0

DUK Duke Energy 63.1 Buy $99 $86.72 4.5% 75% 728 5.00 5.26 5.57 5.91 17.3 16.5 15.6 14.7 4.91 5.18 5.43 5.80 17.6 16.7 16.0 15.0

ED Consolidated Edison 27.8 Neutral $89 $84.96 3.6% 66% 327 4.36 4.61 4.79 4.94 19.5 18.4 17.7 17.2 4.35 4.57 4.76 4.90 19.5 18.6 17.8 17.3

EIX Edison International* 24.3 Suspended NA $74.54 NA NA 326 NA NA NA NA NA NA NA NA 4.66 4.56 4.74 4.95 16.0 16.3 15.7 15.1

ES Eversource Energy 24.4 Neutral $76 $75.86 2.9% 60% 321 3.49 3.68 3.86 4.05 21.7 20.6 19.7 18.7 3.46 3.66 3.87 4.09 21.9 20.7 19.6 18.5

ETR Entergy 20.1 Buy $113 $105.62 3.6% 67% 190 5.30 5.63 5.97 6.34 19.9 18.8 17.7 16.7 5.28 5.51 5.83 6.26 20.0 19.2 18.1 16.9

EVRG Evergy 14.8 Buy $65 $60.49 3.5% 67% 244 2.93 3.14 3.32 3.52 20.6 19.3 18.2 17.2 2.88 3.15 3.31 3.52 21.0 19.2 18.3 17.2

FE FirstEnergy 23.4 Buy $49 $43.97 3.6% 63% 532 2.46 2.51 2.66 2.81 17.9 17.5 16.5 15.6 2.48 2.49 2.64 2.78 17.7 17.7 16.7 15.8

LNT Alliant Energy 11.7 Neutral $44 $49.54 3.0% 64% 236 2.26 2.37 2.50 2.69 21.9 20.9 19.8 18.4 2.25 2.43 2.54 2.66 22.0 20.4 19.5 18.6

PCG PG&E Corporation* 9.6 Suspended NA $18.13 0.0% 0% 529 NA NA NA NA NA NA NA NA 3.81 4.04 3.98 3.65 4.8 4.5 4.6 5.0

PNW Pinnacle West 10.2 Neutral $104 $91.22 3.5% 63% 112 4.84 5.04 5.28 5.63 18.8 18.1 17.3 16.2 4.82 5.06 5.32 5.62 18.9 18.0 17.1 16.2

POR Portland General Electric 4.9 Neutral $50 $54.85 2.9% 63% 89 2.45 2.54 2.68 2.75 22.4 21.6 20.5 19.9 2.45 2.55 2.70 2.76 22.4 21.5 20.4 19.9

PPL PPL Corporation 21.4 Neutral $34 $29.63 5.6% 66% 722 2.44 2.51 2.50 2.66 12.1 11.8 11.9 11.1 2.43 2.53 2.54 2.66 12.2 11.7 11.7 11.1

SO Southern Company 58.5 Neutral $56 $56.20 4.5% 81% 1041 3.05 3.15 3.31 3.46 18.4 17.8 17.0 16.2 3.03 3.16 3.28 3.49 18.6 17.8 17.2 16.1

WEC WEC Energy 27.0 Buy $81 $85.46 2.9% 67% 315 3.52 3.73 3.98 4.26 24.3 22.9 21.5 20.1 3.51 3.73 3.97 4.25 24.3 22.9 21.5 20.1

*Average (Excl. PPL for P/E) 3.4% 67% 21.0 19.9 18.8 17.8 20.9 20.0 18.9 17.8

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NI NiSource 11.1 Buy $31 $29.69 2.7% 61% 373 1.32 1.37 1.47 1.58 22.5 21.7 20.2 18.8 1.30 1.38 1.48 1.59 22.8 21.4 20.1 18.7

NJR New Jersey Resources 4.4 Neutral $45 $49.87 2.4% 60% 89 1.99 2.19 2.36 2.54 25.1 22.8 21.1 19.6 2.00 2.19 2.40 2.54 24.9 22.8 20.8 19.6

NWN NW Natural Gas 2.2 Sell $56 $71.42 2.6% 79% 30 2.40 2.50 2.62 2.67 29.8 28.6 27.3 26.7 2.38 2.52 2.64 2.67 30.0 28.4 27.1 26.7

SJI South Jersey Industries 3.1 Buy $35 $34.05 3.4% 104% 92 1.12 1.60 1.74 1.90 30.4 21.3 19.6 17.9 1.11 1.60 1.74 1.90 30.8 21.3 19.6 17.9

SR Spire 4.2 Neutral $87 $82.41 2.8% 63% 51 3.78 4.01 4.17 4.45 21.8 20.6 19.8 18.5 3.75 3.90 4.10 4.45 22.0 21.1 20.1 18.5

Average 2.8% 73% 25.9 23.0 21.6 20.3 26.1 23.0 21.5 20.3

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

EXC Exelon 43.8 Buy $53 $45.06 3.2% 45% 971 3.16 3.05 3.02 3.08 14.3 14.8 14.9 14.6 3.13 3.08 3.03 3.27 14.4 14.6 14.9 13.8

PEG PSEG 28.9 Buy $64 $57.15 3.3% 59% 505 3.23 3.50 3.55 3.72 17.7 16.3 16.1 15.4 3.25 3.44 3.51 3.82 17.6 16.6 16.3 15.0

Average 3.2% 52% 16.0 15.6 15.5 15.0 16.0 15.6 15.6 14.4

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA Adjusted EBITDA EV / EBITDA

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NRG NRG Energy 9.1 Buy $51 $34.14 0.4% 0% 267 1,975 1,890 1,843 1,799 7.1 7.1 7.0 7.1 1,950 1,890 1,819 1,799 7.2 7.4 7.8 NA

VST Vistra Energy 10.4 Buy $39 $21.46 2.3% 0% 483 3,367 3,315 3,379 3,481 6.3 6.3 6.0 5.6 3,343 3,258 3,007 3,481 6.0 5.7 5.9 NA

Average 6.7 6.7 6.5 6.4 6.6 6.6 6.8 NA

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CNP CenterPoint 14.6 Buy $34 $29.01 4.0% 68% 502 1.70 1.84 1.96 2.07 17.1 15.8 14.8 14.0 1.65 1.81 1.93 2.04 17.6 16.1 15.1 14.2

D Dominion 59.6 Buy $86 $74.29 4.9% 87% 802 4.24 4.44 4.68 4.92 17.5 16.7 15.9 15.1 4.19 4.41 4.66 4.89 17.7 16.9 16.0 15.2

DTE DTE Energy 23.3 Buy $140 $127.11 3.0% 60% 183 6.25 6.67 7.18 7.59 20.3 19.1 17.7 16.7 6.25 6.57 7.06 7.49 20.4 19.3 18.0 17.0

NEE NextEra 99.3 Buy $230 $207.17 2.4% 57% 479 8.55 9.26 9.99 10.65 24.2 22.4 20.7 19.5 8.39 9.07 9.82 10.52 24.7 22.9 21.1 19.7

OGE OGE Energy 8.6 Neutral $41 $42.95 3.5% 70% 200 2.14 2.30 2.41 2.51 20.1 18.7 17.8 17.1 2.14 2.30 2.41 2.52 20.1 18.7 17.8 17.1

SRE Sempra Energy 37.2 Buy $158 $135.43 2.9% 64% 274 6.08 7.21 7.65 7.92 22.3 18.8 17.7 17.1 6.03 6.99 7.77 7.82 22.4 19.4 17.4 17.3

Average 3.3% 68% 20.2 18.6 17.4 16.6 20.5 18.9 17.6 16.7

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AWK American Water Works 20.7 Neutral $105 $114.78 1.7% 54% 181 3.61 3.96 4.27 4.60 31.8 29.0 26.9 25.0 3.59 3.89 4.23 4.75 31.9 29.5 27.1 24.2

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA Adjusted EBITDA EV / EBITDA

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CWEN Clearway Energy 3.9 Suspended NA $18.02 NA NA 183 NA NA NA NA NA NA NA NA 986 1,063 1,086 NA 9.2 8.6 7.8 -

NEP NextEra Energy Partners 2.7 Buy $56 $48.64 4.2% NA 56 1,276 1,383 1,532 1,660 9.0 8.7 8.6 0.0 1,201 1,361 1,585 1,647 9.6 8.9 8.3 8.0

(1)  Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3)  Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5)  Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).
Source:  Bloomberg, Guggenheim Securities, LLC estimates.

Rating

Regulated Electric Utilities (1) Rating

Integrated Utilities (3) Rating

Rating
Independent Power Producers 

(IPPs) (4)

Regulated Gas Utilities (2) Rating

Other Rating

Multi-Industry Utilities (5) Rating
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Share Price Performance (Year-to-Date)

Note: We are currently restricted on EIX and PCG
(1)  Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3)  Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5)  Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).

Source:  Bloomberg, Guggenheim Securities, LLC estimates.
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Guggenheim 2019 Non Deal Roadshow Schedule

MORE TO BE ADDED… 

 

 

 

Ticker Dates Regions  Ticker Dates Regions  

Commissioner 
Roundtable 

1/23 NYC CWEN 6/13-6/14 Midwest  

FE 1/22-1/23 Boston/NYC SJI 6/19 NYC/NJ/CT  

D 2/25-2/26 Boston/NYC PEG 6/24-6/26 Midwest  

WEC 2/28-3/1 West Coast AWK 7/9-7/10 Midwest  

EXC 3/7-3/8 Dallas/Houston SRE 7/17-7/18 West Coast  

PNW 3/11-3/13 Midwest ES (Dinner) 8/12 NYC  

ALE 4/2-4/4 West Coast SJI 8/14 Boston  

DTE 4/5 Boston EVRG 8/20-8/21 Midwest  

ED 4/24 NYC  SJI 9/4 NYC  

POR 4/29-4/30 West Coast  ETR 9/12-9/13 TBD  

VST 5/8-5/9 West Coast 
 Texas Trip 

(CNP, ETR, NRG, 

SRE, VST) 
9/19-9/20 Dallas/Houston 

 

PPL 5/22-5/23 NYC  ED 9/27 Boston  

DTE 5/29-5/30 NYC  NEE 10/3-10/4 Midwest  

LNT 6/4 Boston  CMS 11/21-11/22 Texas  

DUK 6/6-6/7 Midwest      
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Key Events Calendar - August 2019

Power and Utilities: Coverage Calendar

Date Ticker Event / Proceeding Utility State Docket Description

8/1/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494 Objection to Intervenors' Direct Testimony - Staff Filing 

8/1/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494 Commission Staff Direct Testimony

8/1/2019 CMS Natural Gas Rate Case Consumers Energy Co. MI C-U-20322 PFD

8/1/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001 OCA & Intervenor Direct Testimony

8/1/2019 CMS Gas Rate Case Consumers Energy Co. MI C-U-20322 ALJ proposed decision expected in gas rate case

8/1/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 OCA & Intervenor Direct Testimony 

8/2/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6 OUCC and intervenors file their respective cases-in-chief

8/2/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR Response of Non-participating Parties to Settlement

8/2/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Response of Non-participating Parties 

8/5/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Settlement conference 

8/6/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Settlement conference 

8/7/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366   Avista files Reply Testimony. 

8/7/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Hearing 

8/7/2019 SO Natural Gas Rate Case Virginia Natural Gas Inc. VA C-PUR-2019-00095  Staff Report 

8/8/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Response to Objections to Intervenors' Direct Testimony 

8/8/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Deadline for Discovery on Staff's and Intervenors' Direct 

Testimony 8/8/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Hearing 

8/8/2019 SO Natural Gas Rate Case Northern Illinois Gas Co. IL D-18-1775  Exceptions to Proposed Order 

8/8/2019 CNP Natural Gas Rate Case CenterPoint Energy Resources AR D-17-010-FR  Hearing 

8/8/2019 CNP AR FRP CenterPoint Energy AR AR 17-010-FR  Hearing (at least 50 days before rates)  

8/9/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Objections to Staff's Direct Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  AEP Texas Rebuttal Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Intervenor/Staff Cross-Rebuttal Testimony 

8/13/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Responses to Objections to Staff's Direct Testimony 

8/13/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Final Date of First Round of Rolling Data Requests  

8/13/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Staff and Intervenor rebuttal testimony 

8/13/2019 EXC Electric Rate Case Pepco MD MD D-9602   Final order due 

8/14/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Deadline to Request a Prehearing Conference 

8/14/2019 SO Natural Gas Rate Case Virginia Natural Gas Inc. VA C-PUR-2019-00095  Response 

8/14/2019 NWN Natural Gas Rate Case Northwest Natural Gas Co. WA D-UG-181055  CancelledSettlement and Evidentiary Hearing(previously, 

Evidentiary Hearing) 8/15/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6  Duke Energy Indiana will file its rebuttal 

8/15/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  OCA & Intervenor Rebuttal to Each Other 

8/15/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Direct Testimony 

8/15/2019 SO Natural Gas Rate Case Northern Illinois Gas Co. IL D-18-1775  Replies to Exceptions 

8/15/2019 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002  OCA & Intervenor Direct Testimony  

8/16/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Objections to Rebuttal / Cross-Rebuttal Testimony; Deadline 

for Discovery on Rebuttal / Cross-Rebuttal Testimony; 8/16/2019 NI Natural Gas Rate Case Columbia Gas of Maryland Inc MD C-9609  Staff/OPC/Intervenortestimony due 

8/19/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Prehearing conference (if requested) 

8/19/2019 DUK Natural Gas Rate Case Piedmont Natural Gas Co. NC G-9, Sub 743  Hearing 

8/19/2019 ED Electric Rate Case Consolidated Edison Co. of NY NY C-19-E-0065  Start of Evidentiary Hearings 

8/19/2019 ED Electric Rate Case Consolidated Edison Co. of NY NY C-19-E-0066  Start of Evidentiary Hearings 

8/20/2019 AEP Electric Rate Case Southwestern Electric Power Co AR D-19-008-U  Rebuttal Testimony (Company) 

8/20/2019 AEP Electric Rate Case Indiana Michigan Power Co. IN Ca-45235  OUCC & Intervenor Cases-in-Chief 

8/20/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/20/2019 AVA Natural Gas Rate Case Avista Corporation OR D-UG 366  Settlement Conference; hosted by Staff. 

8/21/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/21/2019 DTE Electric Rate Case DTE Electric Co. MI C-U-20561  Staff and Intervenor Testimony 

8/22/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/22/2019 ETR Natural Gas Rate Case System Energy Resources LA EL18-142-001  Rebuttal   testimony   on   ROE   by   Complainants   and   

Supporting Intervenors 8/22/2019 EVRG State Trial KCP&L Greater Missouri Operations CompanyMO EC-2019-0200  Initial Post Hearing Briefs 

8/22/2019 LNT Natural Gas Rate Case Interstate Power & Light Co. IA D-RPU-2019-0002  OCA & Intervenor Rebuttal to Each Other 

8/22/2019 EXC Electric Rate Case Commonwealth Edison Co. IL D-19-0387  Company surrebuttal testimony  

8/22/2019 PJM Markets and Reliability Comitee0    -    -                                                                                               -  

8/22/2019 DTE IRP DTE Electric MI U-20471  Rebuttal Testimony      

8/23/2019 AEP Electric Rate Case AEP Texas Inc TX D-49494  Hearing on the merits 

8/23/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Natural Gas Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Gas)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Electric Rate Case Wisconsin Electric Power Co. WI D-05-UR-109 (WEP-Elec)   Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Electric Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Elec)  Offered Evidence Direct : Intervenor and Commission Staff 

8/23/2019 WEC Natural Gas Rate Case Wisconsin Public Service Corp. WI D-6690-UR-126 (Gas)  Offered Evidence Direct : Intervenor and Commission Staff 

8/26/2019 DTE IRP DTE Electric MI U-20471  Motions to Strike  

8/26/2019 DTE IRP DTE Electric MI U-20471  Cost Estimate Update   

8/27/2019 ES Electric Rate Case Public Service Co. of NH NH D-DE-19-057  Responses on First Round  

8/30/2019 DUK Electric Rate Case Duke Energy Indiana, LLC IN Ca-44720-TDSIC-6  Evidentiary hearing 

8/30/2019 LNT Electric Rate Case Interstate Power & Light Co. IA D-RPU-2019-0001  IPL Reply Testimony to OCA and Intervenors 

8/30/2019 DTE IRP DTE Electric MI U-20471  Responses to Motions  

8/30/2019 DTE IRP DTE Electric MI U-20471  Responses to Cost Update      

8/30/2019 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001  IPL Reply Testimony  
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Key Research

Guggenheim's Forward Commodity Curves

• Forward Commodity Curves for Power & Utility Modeling

Key Industry Research
1. PJM: Not So Fast - FERC Puts the Brakes on August Auction

2. Utility and IPP 2Q19 Model Sweep

3. ERCOT: Guggenheim Texas Power Market Luncheon Recap
4. Illinois Policy: In the Land of Lincoln, Uncertainty Reigns
5. Policy Speaker Series Recap on Energy and Capacity: Perpetual State of Reforms Same as It Ever Was
6. Open Dialogue with MO, WA Commissioners - Walking Away Incrementally Positive on Both Jurisdictions
7. Major Change at CPUC Cometh? Follow Up on Potential CPUC Movements, Governor's Chance to Reset CPUC Agenda
8. 2019 Utility Outlook: We Didn’t Hear A Bell… “Nothing's Over 'Til It's Over;” One More Round for Utilities
9. California Wildfire Wrap – You Can Check Out, but You Can Never Leave
10. Guggenheim's 2018 EEI Summary
11. Guggenheim EEI Takeaways - Day 3
12. Guggenheim EEI Takeaways - Day 2
13. Guggenheim EEI Takeaways - Day 1
14. Guggenheim EEI - Investor Question Bank
15. PJM: No Country for Common Ground; Reply Briefs Land at FERC
16. PJM: You May Ask Yourself, Well How Did I Get Here? Back to the Commission for the Main Show
17. Coal/Nuclear: Will Politics “Trump” Reality
18. CA Policy Crash Course: Don’t Hold Your Breath For a Wildfire Resolution….
19. February Meter Reading - Yield “Almost” Catching Up with Utility Valuations; Lowering Our PTs and Looking Beyond Bond

Surrogates
20. PJM Capacity Auction: Introducing Prelim-2021/22 Pricing Forecasts – Well…It’s Not Getting Much Worse, Projected Pricing Mixed
21. Guggenheim-Hosted Power Brunch with State Utility Commissioners
22. Checking for a “Pulse” - Regulated Utility Valuations Losing Altitude, Now Fairly Valued vs. Bond Yields, and Showing Subsector

Variance
23. 2018 Outlook: An Absolute Shop Thinking in Relative Terms
24. Yo, Adrian! DOE Gets Knocked Down, But Power Market Reform Not Out – One More Round

Key Company Research
1. SRE NDR: Step Up Growth Investors; Utility-Like Risk With Outsized Returns - How Do We Get There?
2. AWK NDR: No Water Shortages Here; Growth Not Drying Up Anytime Soon
3. NJR: Upgrade to NEUTRAL (from SELL) as Laggard Performance Balances OK with Fundamental Outlook
4. PEG NDR: NJ Clean Energy Agenda and Dipping the Toes in the Jersey Shore
5. SJI NDR: Tale from the Road - In the Market for a Value Play w/Solid Growth Prospects? … Look No Further
6. PPL - A Quandary Unlike Any Other
7. NEE/NEP: High End Is the New Low End, When You Think the Runway Ends, “They’re Just Getting Started”; Raising PT
8. SJI: Revising to BUY - Back In Jersey’s Hands & Steering The Ship Into Calmer (Mostly Regulated) Waters
9. LNT: For a Good Night’s Sleep, Take Alliant
10. NRG: More Down‘Stream’ Retail Expansion
11. VST NDR - What’s with All the Fuss… We Would Be Aggressive Buyers Here
12. ED NDR: Ripe in the Big Apple… - Solid Utility? Yes… But Undervalued? That’s Debatable
13. D: Guggenheim Policy Speaker, Atlantic Coast Pipeline Discussion | The Project Will Be Built
14. ALE NDR: TA-CO-NITE! Winds of Change Are Blowing in the Right Direction…
15. DTE – On the Road with Mgmt. – 80/20 Rule Need Not Apply; Solid Strategy, Supported by Good People
16. CMS – MPSC Telegraphing Constructive Regulatory Signals in CMS Gas Rate Case – Solid Footing
17. SRE: Simplicity is the Ultimate Sophistication…
18. VST: Another Day, Another Illinois Policy Proposal
19. D: Msg Delivered on Time/on Budget; Inline Analyst Day Cements Solid Base to Work Off Of--Execution/Patience is Key
20. VST: Clearing the Air in Illinois: MPS Resolution Draws Closer
21. PNW NDR: It's Just Another Political Cycle – Agendas More Aligned: Relationships Will Be Re-“Stored”
22. D: Guggenheim Policy Speaker, Millstone Discussion | Connecticut Un-Quarked: They Will Likely Get It Done, We Are Holding

Our Breath
23. EXC NDR: State Rescue Cometh - Deeper Dive
24. WEC NDR: Putting the WEC in WECC; Western NDR Highlights a Premium Utility with Valuation Concerns on Back Burner
25. D: NDR – Coming Out Party Well Received - March Madness Continues
26. PEG 4Q Preview and Mini Drill-Down - Looking Good from All Angles
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27. VST: Bulking Up the Integrated Model with Some Eastern Retail: VST Acquires Crius Energy
28. FE NDR: Time Is the Furthest Distance Between Two Points…
29. POR: Bringing Portland to the Heartland: Capex, Policy, and RFPs Dominate Our NDR
30. D/SCG: Global Settlement Reached; Upgrading SCG to BUY On Improved Merger Outlook
31. SRE: Another Day, Another Dollar: Buying Low; Selling High
32. NRG: The Texas Two Step - Front Seat for a Sizable Buyback Show? Past the Debut; We’re Now Here for the Climax
33. NEE – Mgmt. Roadshow: Rising Interest Rates? No Problem. Raising Valuation? Why Not…
34. Michigan Bus Tour: Motoring from Jackson to Detroit in Style
35. NYLD Mgmt. Call – Conservative Growth Guidance, Managing Expectations; Should Over-Deliver - Visibility Will Be Key
36. “Summer Nights” Means New Summer Flings – Tell Me About It; Upgrading, Downgrading and Making an M&A Call
37. SR Mgmt. Roadshow – Pathway for LT Growth Now More Visible; M&A? No Longer in Acquisition Mode
38. DUK Mgmt. Roadshow – Growth Concerns? Nothing to See Here, But Some Value Left on the Sidelines
39. CMS Mgmt. Roadshow – Consistent Showing: Another Day, Another Dollar; A Key Name We Are Watching
40. SRE – Follow-up Mgmt. Meeting - Crystal Clear Upside and “Active” Optimization Plan…Eventually: the Re-rating Will Come
41. SRE – Analyst Day - It’s the Simple Things in Life: One Way or Another, Actively Seeing a Re-Rating Story
42. PEG - Mgmt. NDR: Jersey Strong through the Midwest
43. D/SCG – Testing Dominion’s Patience? May Stick This Out…For Now... but Policy-Makers Playing a Dangerous Game
44. LNT - Mgmt. Roadshow: In Messy Times Everyone Appreciates a “Clean Story”….
45. ETR – No Introduction Needed: Analyst Day Highlights Above Avg., Undervalued, Regulated Growth Story w/ Upside
46. SRE – “Active” Analyst Day Preview: Keys to Unlocking Value Within Reach?
47. OGE/AEP – Okie Dokie in Oklahoma? Depends Which Way the Wind Blows
48. EVRG – Click, Click, There’s No Place Like Home: Top-tier Growth w/ Buybacks & Solid Risk-Adjusted Upside vs Peers
49. VST - Inline Analyst Day Comes with Buybacks, NT Deleveraging - Remains a Step Function, Catalyst Driven Story
50. NJR – Management Roadshow: Growth Concerns? Nothing to See Here; M&A? Hmm…
51. PEG Analyst Day: Solid Analyst Day Left No Surprises – Steady As She Goes with Upside Generally Within Expectations
52. NEE / SO: Great Minds Think Alike – This Deal Makes a Lot of Sense For Everyone, with Room for More
53. FE – “Can’t Always Get What You Want, Get What You Need”: Above Avg. Growth, Deep Discount Generating Vast Interest
54. D – Southern Charming on Madison Avenue…Any Bargain Shoppers?
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 211 54.66% 33 15.64%

NEUTRAL 166 43.01% 7 4.22%

SELL 9 2.33% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers
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on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.
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See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures.
Citi Research is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies covered in its research reports. As a 
result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only 
a single factor in making their investment decision. Certain products (not inconsistent with the author's published research) are available only on Citi's portals. 
 

30 Jul 2019 18:57:52 ET │ 11 pages   Diversified Utilities
North America │ United States

Exelon Corp (EXC)
Updating Model – Remain Neutral with $50 PT; ExGen Weaker

 Updating model with $50 PT and 2019 EPS of $3.09/share. We have updated 
our model for Q1’19 financials, latest management guidance and forward 
commodity curves at 07/06/2019. Citi 2019/20/21 EPS estimates go to 
$3.09/$2.97/2.82 from $3.14/$3.26/$3.15, due to lower gross margins at ExGen. 
ExGen gross margins for 2019/20/21 go to $7.4B/$7.2B/$6.9B from 
$7.8B/$7.6B/$7.3B as a result of the updated forward curves. 

 Forward curves at 07/06/2019 drive gross margin lower by ~$400m in 2021. 
Forward on-peak 2021 curves in PJM are lower by ~20% versus our prior forecast. 
This drop in forward curves, we believe, is driven by fundamental demand/supply 
dynamics and gas prices. 

 $50 PT based on Sum of the parts valuation. Citi values ExGen at ~$3/share. 
Our valuation is based on a 5.5x 2021E EBITDA multiple and WACC of 8.0%. The 
legacy utility business is valued at $35/share based on an LTM 21x terminal PE 
multiple. The LTM terminal multiple implies a 2021 PE multiple of 19.5x, above 
peers trading at ~18.0x. We also add $12/share value provided by PEPCO. We 
back out ~$4/share for the parent net debt and add ~$4/share for ZECs and 
~$1/share for PJM Price formation. The rounded sum of the parts gets us our 
rounded PT of $50/share.

 Estimate Change



Praful Mehta AC

+1-212-816-5431
mehta.praful@citi.com

Willard A Grainger
+1-716-430-8246
willard.afonso.de.melo.grainger@citi.com
 

Neutral 2
Price (30 Jul 19 16:00) US$46.05
Target price US$50.00
Expected share price return 8.6%
Expected dividend yield 3.1%
Expected total return 11.7%
Market Cap US$44,712M

Price Performance
(RIC: EXC.N, BB: EXC US)

       

EPS (US$) Q1 Q2 Q3 Q4 FY FC Cons VA Cons
2018A 0.96A 0.71A 0.88A 0.58A 3.12A 3.12A 3.12A

2019E 0.87A 0.60E 0.89E 0.74E 3.09E 3.14E 3.12E

Previous 0.87E 0.66E 0.96E 0.66E 3.14E na na

2020E 0.81E 0.58E 0.93E 0.65E 2.97E 3.09E 3.09E

Previous 0.85E 0.66E 1.02E 0.73E 3.26E na na

2021E 0.81E 0.56E 0.87E 0.59E 2.82E 3.06E 3.08E

Previous 0.85E 0.65E 0.97E 0.68E 3.15E na na
        

Source: Company Reports and dataCentral, Citi Research.   FC Cons: First Call Consensus. VA Cons: Visible Alpha Consensus. 
Click here for Visible Alpha consensus data 

Citi Research

   Equities
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EXC.N: Fiscal year end 31-Dec Price: US$46.05;  TP: US$50.00;  Market Cap: US$44,712m;  Recomm: Neutral
Profit & Loss (US$m) 2017 2018 2019E 2020E 2021E Valuation ratios 2017 2018 2019E 2020E 2021E
Sales revenue 33,531 35,985 29,603 27,477 27,570 PE (x) 17.6 14.7 14.9 15.5 16.3
Cost of sales -14,035 -16,670 -10,638 -8,339 -8,352 PB (x) 1.5 1.4 1.4 1.3 1.3
Gross profit 19,496 19,315 18,965 19,138 19,218 EV/EBITDA (x) 10.2 10.6 9.7 9.6 9.6
Gross Margin (%) 58.1 53.7 64.1 69.6 69.7 FCF yield (%) -0.2 2.4 0.7 1.7 0.7
EBITDA (Adj) 8,514 8,195 9,005 9,265 9,351 Dividend yield (%) 2.8 3.0 3.1 3.3 3.4
EBITDA Margin (Adj) (%) 25.4 22.8 30.4 33.7 33.9 Payout ratio (%) 50 44 47 51 56
Depreciation -3,828 -4,353 -3,929 -4,061 -4,272 ROE (%) 13.5 6.6 9.6 8.7 8.0
Amortisation 0 0 0 0 0 Cashflow (US$m) 2017 2018 2019E 2020E 2021E
EBIT (Adj) 4,260 3,898 5,079 5,204 5,079 EBITDA 7,646 8,195 9,005 9,265 9,351
EBIT Margin (Adj) (%) 12.7 10.8 17.2 18.9 18.4 Working capital -1,815 -1,020 -725 -184 -184
Net interest -1,560 -1,554 -1,748 -1,798 -1,831 Other 1,649 1,469 -224 -750 -1,494
Associates 0 0 0 0 0 Operating cashflow 7,480 8,644 8,057 8,332 7,674
Non-Op/Except/Other Adj 1,056 -112 591 158 158 Capex -7,584 -7,594 -7,761 -7,550 -7,375
Pre-tax profit 3,756 2,232 3,923 3,564 3,406 Net acq/disposals -257 -298 0 0 0
Tax 125 -120 -810 -686 -663 Other -93 58 0 0 0
Extraord./Min.Int./Pref.div. -111 -102 -65 0 0 Investing cashflow -7,934 -7,834 -7,761 -7,550 -7,375
Reported net profit 3,770 2,010 3,047 2,879 2,744 Dividends paid -1,236 -1,332 -1,409 -1,465 -1,541
Net Margin (%) 11.2 5.6 10.3 10.5 10.0 Financing cashflow 717 -219 -685 -782 -299
Core NPAT 2,471 3,026 2,989 2,882 2,747 Net change in cash 263 591 -389 0 0
Per share data 2017 2018 2019E 2020E 2021E Free cashflow to s/holders -104 1,050 296 782 299
Reported EPS ($) 3.98 2.07 3.15 2.97 2.82
Core EPS ($) 2.61 3.12 3.09 2.97 2.82
DPS ($) 1.31 1.38 1.44 1.51 1.59
CFPS ($) 7.90 8.92 8.32 8.58 7.89
FCFPS ($) -0.11 1.08 0.31 0.81 0.31
BVPS ($) 31.53 31.81 33.63 35.03 36.20
Wtd avg ord shares (m) 947 967 965 967 969
Wtd avg diluted shares (m) 947 969 969 971 973
Growth rates 2017 2018 2019E 2020E 2021E
Sales revenue (%) 6.9 7.3 -17.7 -7.2 0.3
EBIT (Adj) (%) 36.9 -8.5 30.3 2.5 -2.4
Core NPAT (%) -0.7 22.5 -1.2 -3.6 -4.7
Core EPS (%) -2.8 19.7 -1.2 -3.8 -4.9
Balance Sheet (US$m) 2017 2018 2019E 2020E 2021E
Cash & cash equiv. 898 1,349 500 500 500
Accounts receivables 5,533 5,863 5,626 5,626 5,626
Inventory 1,651 1,685 1,559 1,559 1,559
Net fixed & other tangibles 89,191 90,315 95,498 98,079 100,402
Goodwill & intangibles 14,698 14,914 14,899 14,899 14,899
Financial & other assets 4,729 5,540 5,059 5,051 5,051
Total assets 116,700 119,666 123,141 125,714 128,037
Accounts payable 3,532 3,800 3,327 3,327 3,327
Short-term debt 3,017 2,063 3,762 3,762 3,762
Long-term debt 32,565 34,465 33,447 34,131 35,373
Provisions & other liab 45,454 46,268 47,809 48,285 48,164
Total liabilities 84,568 86,596 88,345 89,505 90,626
Shareholders' equity 29,857 30,764 32,449 33,863 35,065
Minority interests 2,275 2,306 2,347 2,347 2,347
Total equity 32,132 33,070 34,796 36,210 37,412
Net debt (Adj) 34,684 35,179 36,709 37,393 38,635
Net debt to equity (Adj) (%) 107.9 106.4 105.5 103.3 103.3

For definitions of the items in this table, please click here.
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Figure 1. 12/31/2019 PT

Source: Citi Research

EXC Valuation
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Bull/Bear: Exelon Corp (EXC.N)
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Exelon Corp
Company description
Exelon Corp (EXC) is an integrated electric and gas utility that operates six utilities 
in Pennsylvania, Illinois, New Jersey, DC, Delaware, and Maryland and the largest 
deregulated nuclear fleet in the United States. Exelon's regulated businesses 
consist of Atlantic City Electric, BGE, ComEd, Delmarva Power, PECO, and Pepco. 
Exelon Generation operates the largest nuclear fleet in the United States, with 
plants concentrated in the Midwest and the Mid-Atlantic regions.

Investment strategy
We rate the shares of Exelon Corp Neutral (2).

Our rating is partly based on the IL, NY, and NJ ZECs as they provide significant 
financial support for nuclear plants and that will further improve EXC's financial 
strength and valuation. We like this regulated utility's robust growth profile of 6-8% 
through 2020E.

Valuation
We value EXC using a sum-of-the-parts approach to get to our $50 price target. Citi 
values ExGen at ~$3/share. Our valuation is based on a 5.5x 2021E EBITDA 
multiple and WACC of 8.0%. The legacy utility business is valued at $35/share 
based on an LTM 21x terminal PE multiple. The LTM terminal multiple implies a 
2021 PE multiple of 19.5x, above peers trading at ~18.0x. We also add $12/share 
value provided by PEPCO. We back out ~$4/share for the parent net debt and add 
~$4share for ZECs and ~$1/share for PJM Price formation. The rounded sum of the 
parts gets us our rounded PT of $50/share.

Risks
Commodity price risk affecting merchant generation – If natural gas prices rise, 
wholesale power prices will likely rise, raising commodity margins. 

Exelon is inherently a long natural gas position since natural gas generation sets 
the price of power in its key generation markets. If forward natural gas prices rise 
significantly from current prices, Exelon’s earnings will likely exceed our forecasts.

Regulatory risk – All regulated utilities are subject to state and federal regulatory 
agencies that can materially affect shareholder returns. Failure to obtain fair 
recovery for capital expenditures or increases in operating costs can diminish 
returns to shareholders and adversely affect the share price. 

Credit rating – Exelon’s generation business is currently two notches above a high 
yield credit rating, but declining cash flows at the merchant business presents some 
risk of a possible credit rating downgrade barring deleveraging through an equity 
issuance, asset sale, or other means. If ExGen’s credit rating is lowered to high 
yield status, ExGen would likely have to increase their collateral and it could 
pressure hedging activities going forward, which would reduce our earnings outlook. 

If the impact on the company from any of these factors proves to be more 
negative/positive than we anticipate, the stock will likely have difficulty achieving our 
financial and price targets.
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Appendix A-1
Analyst Certification
The research analysts primarily responsible for the preparation and content of this research report are either (i) designated by “AC” in the author 
block or (ii) listed in bold alongside content which is attributable to that analyst. If multiple AC analysts are designated in the author block, each 
analyst is certifying with respect to the entire research report other than (a) content attributable to another AC certifying analyst listed in bold 
alongside the content and (b) views expressed solely with respect to a specific issuer which are attributable to another AC certifying analyst 
identified in the price charts or rating history tables for that issuer shown below. Each of these analysts certify, with respect to the sections of 
the report for which they are responsible: (1) that the views expressed therein accurately reflect their personal views about each issuer and 
security referenced and were prepared in an independent manner, including with respect to Citigroup Global Markets Inc. and its affiliates; and 
(2) no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed by that research analyst in this report.

IMPORTANT DISCLOSURES

Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securities of Exelon Corp.
Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from Exelon 
Corp.
Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking 
services from Exelon Corp.
Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Exelon Corp in 
the past 12 months.
Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): Exelon Corp.
Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, securities-related: Exelon Corp.
Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: Exelon Corp.
Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Exelon Corp. (For an explanation of the determination of 
significant financial interest, please refer to the policy for managing conflicts of interest which can be found at www.citiVelocity.com.)
Disclosure for investors in the Republic of Turkey: Under Capital Markets Law of Turkey (Law No: 6362), the investment information, comments and 
recommendations stated here, are not within the scope of investment advisory activity. Investment advisory service is provided in accordance with a contract 
of engagement on investment advisory concluded between brokerage houses, portfolio management companies, non-deposit banks and clients. Comments 
and recommendations stated here rely on the individual opinions of the ones providing these comments and recommendations. These opinions may not fit 
to your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely to this information stated here may not 
bring about outcomes that fit your expectations. Furthermore, Citi Research is a division of Citigroup Global Markets Inc. (the “Firm”), which does and seeks 
to do business with companies and/or trades on securities covered in this research reports. As a result, investors should be aware that the Firm may have a 
conflict of interest that could affect the objectivity of this report, however investors should also note that the Firm has in place organisational and 
administrative arrangements to manage potential conflicts of interest of this nature.
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Analysts’ compensation is determined by Citi Research management and Citigroup’s senior management and is based upon activities and services intended 
to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates (the “Firm”). Compensation is not linked to specific transactions or 
recommendations. Like all Firm employees, analysts receive compensation that is impacted by overall Firm profitability which includes investment banking, 
sales and trading, and principal trading revenues. One factor in equity research analyst compensation is arranging corporate access events between 
institutional clients and the management teams of covered companies. Typically, company management is more likely to participate when the analyst has a 
positive view of the company.
For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities 
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal 
basis.
Unless stated otherwise neither the Research Analyst nor any member of their team has viewed the material operations of the Companies for which an 
investment view has been provided within the past 12 months.
For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Research product ("the 
Product"), please contact Citi Research, 388 Greenwich Street, 30th Floor, New York, NY, 10013, Attention: Legal/Compliance [E6WYB6412478]. In 
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's 
disclosure website at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.   Valuation and Risk assessments can be found in the text of the 
most recent research note/report regarding the subject company. Pursuant to the Market Abuse Regulation a history of all Citi Research recommendations 
published during the preceding 12-month period can be accessed via Citi Velocity (https://www.citivelocity.com/cv2) or your standard distribution portal. 
Historical disclosures (for up to the past three years) will be provided upon request.
Citi Research Equity Ratings Distribution

12 Month Rating Catalyst Watch
Data current as of 30 Jun 2019 Buy Hold Sell Buy Hold Sell
Citi Research Global Fundamental Coverage 52% 36% 12% 14% 80% 6%

% of companies in each rating category that are investment banking clients 65% 63% 58% 68% 63% 67%
Guide to Citi Research Fundamental Research Investment Ratings:
Citi Research stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks.
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned.
Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return 
("ETR") and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months.  The target 
price is based on a 12 month time horizon. The Investment rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell 
(3) for negative ETR. Any covered stock not assigned a Buy or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are 
insufficient valuation drivers and/or investment catalysts to derive a positive or negative investment view, they may elect with the approval of Citi Research 
management not to assign a target price and, thus, not derive an ETR. Analysts may place covered stocks "Under Review" in response to exceptional 
circumstances (e.g. lack of information critical to the analyst's thesis) affecting the company and / or trading in the company's securities (e.g. trading 
suspension). As soon as practically possible, the analyst will publish a note re-establishing a rating and investment thesis. To satisfy regulatory 
requirements, we correspond Under Review and Neutral to Hold in our ratings distribution table for our 12-month fundamental rating system. However, we 
reiterate that we do not consider Under Review to be a recommendation. Investment ratings are determined by the ranges described above at the time of 
initiation of coverage, a change in investment and/or risk rating, or a change in target price (subject to limited management discretion). At other times, the 
expected total returns may fall outside of these ranges because of market price movements and/or other short-term volatility or trading patterns. Such interim 
deviations from specified ranges will be permitted but will become subject to review by Research Management. Your decision to buy or sell a security should 
be based upon your personal investment objectives and should be made only after evaluating the stock's expected performance and risk.
Catalyst Watch Upside/Downside calls:
Citi Research may also include a Catalyst Watch Upside or Downside call to highlight specific near-term catalysts or events impacting the company or the 
market that are expected to influence the share price over a specified period of 30 or 90 days. A Catalyst Watch Upside (Downside) call indicates that the 
analyst expects the share price to rise (fall) in absolute terms over the specified period. A Catalyst Watch Upside/Downside call will automatically expire at 
the end of the specified 30/90 day period; the analyst may also close a Catalyst Watch call prior to the end of the specified period in a published research 
note. A Catalyst Watch Upside or Downside call may be different from and does not affect a stock’s fundamental equity rating, which reflects a longer-term 
total absolute return expectation. For purposes of FINRA ratings-distribution-disclosure rules, a Catalyst Watch Upside call corresponds to a buy 
recommendation and a Catalyst Watch Downside call corresponds to a sell recommendation. Any stock not assigned to a Catalyst Watch Upside or Catalyst 
Watch Downside call is considered Catalyst Watch Non-Rated (CWNR). For purposes of FINRA ratings-distribution-disclosure rules, we correspond CWNR 
to Hold in our ratings distribution table for our Catalyst Watch Upside/Downside rating system. However, we reiterate that we do not consider CWNR to be a 
recommendation. For all Catalyst Watch Upside/Downside calls, risk exists that the catalyst(s) and associated share-price movement will not materialize as 
expected.
NON-US RESEARCH ANALYST DISCLOSURES
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global 
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member 
organization and therefore may not be subject to the FINRA Rule 2241 restrictions on communications with a subject company, public appearances and 
trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:
Citigroup Global Markets Inc Praful Mehta; Willard A Grainger
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OTHER DISCLOSURES
Any price(s) of instruments mentioned in recommendations are as of the prior day’s market close on the primary market for the instrument, unless otherwise 
stated.
The completion and first dissemination of any recommendations made within this research report are as of the Eastern date-time displayed at the top of the 
Product. If the Product references views of other analysts then please refer to the price chart or rating history table for the date/time of completion and first 
dissemination with respect to that view.
Regulations in various jurisdictions require that where a recommendation differs from any of the author’s previous recommendations concerning the same 
financial instrument or issuer that has been published during the preceding 12-month period that the change(s) and the date of that previous 
recommendation are indicated. For fundamental coverage please refer to the price chart or rating change history within this disclosure appendix or the 
issuer disclosure summary at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.
European regulations require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to Citi Research's Products can be found 
at  https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures. 
The proportion of all Citi Research research recommendations that were the equivalent to "Buy","Hold","Sell" at the end of each quarter over the prior 12 
months (with the % of these that had received investment firm services from Citi in the prior 12 months shown in brackets) is as follows: Q2 2019 Buy 33% 
(72%), Hold 43% (64%), Sell 23% (56%), RV 0.6% (88%); Q1 2019 Buy 33% (70%), Hold 43% (64%), Sell 23% (57%), RV 0.8% (85%); Q4 2018 Buy 33% 
(69%), Hold 43% (62%), Sell 23% (59%), RV 0.6% (100%); Q3 2018 Buy 33% (69%), Hold 43% (64%), Sell 23% (58%), RV 0.6% (99%). For the purposes 
of disclosing recommendations other than for equity or high yield recommendations (whose definitions can be found in their corresponding disclosure 
sections), "Buy" means a positive directional trade idea; "Sell" means a negative directional trade idea; and "Relative Value" means any trade idea which 
does not have a clear direction to the investment strategy.
European regulations require a 5 year price history when past performance of a security is referenced. CitiVelocity’s Charting Tool 
(https://www.citivelocity.com/cv2/#go/CHARTING_3_Equities) provides the facility to create customisable price charts including a five year option. This tool 
can be found in the Data & Analytics section under any of the asset class menus in CitiVelocity (https://www.citivelocity.com/). For further information contact 
CitiVelocity support (https://www.citivelocity.com/cv2/go/CLIENT_SUPPORT). The source for all referenced prices, unless otherwise stated, is DataCentral, 
which sources price information from Thomson Reuters. Past performance is not a guarantee or reliable indicator of future results. Forecasts are not a 
guarantee or reliable indicator of future performance.
Investors should always consider the investment objectives, risks, and charges and expenses of an ETF carefully before investing. The applicable 
prospectus and key investor information document (as applicable) for an ETF should contain this and other information about such ETF. It is important to 
read carefully any such prospectus before investing. Clients may obtain prospectuses and key investor information documents for ETFs from the applicable 
distributor or authorized participant, the exchange upon which an ETF is listed and/or from the applicable website of the applicable ETF issuer. The value of 
the investments and any accruing income may fall or rise. Any past performance, prediction or forecast is not indicative of future or likely performance. Any 
information on ETFs contained herein is provided strictly for illustrative purposes and should not be deemed an offer to sell or a solicitation of an offer to 
purchase units of any ETF either explicitly or implicitly. The opinions expressed are those of the authors and do not necessarily reflect the views of ETF 
issuers, any of their agents or their affiliates.
Citigroup Global Markets India Private Limited and/or its affiliates may have, from time to time, actual or beneficial ownership of 1% or more in the debt 
securities of the subject issuer.
Citi Research generally disseminates its research to the Firm’s global institutional and retail clients via both proprietary (e.g., Citi Velocity and Citi Personal 
Wealth Management) and non-proprietary electronic distribution platforms. Certain research may be disseminated only via the Firm’s proprietary distribution 
platforms; however such research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise 
inconsistent with the author’s previously published research. Certain research is made available only to institutional investors to satisfy regulatory 
requirements. Individual Citi Research analysts may also opt to circulate published research to one or more clients by email; such email distribution is 
discretionary and is done only after the research has been disseminated. The level and types of services provided by Citi Research analysts to clients may 
vary depending on various factors such as the client’s individual preferences as to the frequency and manner of receiving communications from analysts, the 
client’s risk profile and investment focus and perspective (e.g. market-wide, sector specific, long term, short-term etc.), the size and scope of the overall 
client relationship with the Firm and legal and regulatory constraints.
Pursuant to Comissão de Valores Mobiliários Rule 598 and ASIC Regulatory Guide 264, Citi is required to disclose whether a Citi related company or 
business has a commercial relationship with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the 
world, it is likely that Citi has a commercial relationship with the subject company.
Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other 
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal 
amount invested. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any 
decision to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus. 
Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may 
be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures 
made in the Important Disclosures section of the Product. The Firm's research department has received assistance from the subject company(ies) referred 
to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy prohibits research analysts from 
sending draft research to subject companies. However, it should be presumed that the author of the Product has had discussions with the subject company 
to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the author as of the date of the Product and 
these, plus any other information contained in the Product, are subject to change without notice. Prices and availability of financial instruments also are 
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subject to change without notice. Notwithstanding other departments within the Firm advising the companies discussed in this Product, information obtained 
in such role is not used in the preparation of the Product. Although Citi Research does not set a predetermined frequency for publication, if the Product is a 
fundamental equity or credit research report, it is the intention of Citi Research to provide research coverage of the covered issuers, including in response to 
news affecting the issuer. For non-fundamental research reports, Citi Research may not provide regular updates to the views, recommendations and facts 
included in the reports. Notwithstanding that Citi Research maintains coverage on, makes recommendations concerning or discusses issuers, Citi Research 
may be periodically restricted from referencing certain issuers due to legal or policy reasons. Where a component of a published trade idea is subject to a 
restriction, the trade idea will be removed from any list of open trade ideas included in the Product. Upon the lifting of the restriction, the trade idea will either 
be re-instated in the open trade ideas list if the analyst continues to support it or it will be officially closed. Citi Research may provide different research 
products and services to different classes of customers (for example, based upon long-term or short-term investment horizons) that may lead to differing 
conclusions or recommendations that could impact the price of a security contrary to the recommendations in the alternative research product, provided that 
each is consistent with the rating system for each respective product.
Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the 
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign 
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of 
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate 
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net 
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for 
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc. 
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed 
only through Citigroup Global Markets Inc.
Important Disclosures for Bell Potter Customers: Bell Potter is making this Product available to its clients pursuant to an agreement with Citigroup Global 
Markets Australia Pty Limited.  Neither Citigroup Global Markets Australia Pty Limited nor any of its affiliates has made any determination as to the suitability 
of the information provided herein and clients should consult with their Bell Potter financial advisor before making any investment decision.
The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed 
by.  The Product is made available in Australia through Citigroup Global Markets Australia Pty Limited. (ABN 64 003 114 832 and AFSL No. 240992), 
participant of the ASX Group and regulated by the Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 
2000.  Citigroup Global Markets Australia Pty Limited is not an Authorised Deposit-Taking Institution under the Banking Act 1959, nor is it regulated by the 
Australian Prudential Regulation Authority. The Product is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited 
(ABN 88 004 325 080 and AFSL 238098). Citigroup Pty Limited provides all financial product advice to Australian Private Banking wholesale clients through 
bankers and relationship managers.  If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should 
contact the Citigroup Private Bank in Australia.  Citigroup companies may compensate affiliates and their representatives for providing products and services 
to clients.  The Product is made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores 
Mobiliários ("CVM"), BACEN - Brazilian Central Bank, APIMEC - Associação dos Analistas e Profissionais de Investimento do Mercado de Capitais and 
ANBIMA – Associação Brasileira das Entidades dos Mercados Financeiro e de Capitais. Av. Paulista, 1111 - 14º andar(parte) - CEP: 01311920 - São Paulo 
- SP.  If the Product is being made available in certain provinces of Canada by Citigroup Global Markets (Canada) Inc. ("CGM Canada"), CGM Canada has 
approved the Product.  Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 2M3.  This product is available in Chile through Banchile 
Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the Superintendencia de Valores y Seguros. Agustinas 975, piso 2, 
Santiago, Chile.   The Product is made available in Germany either by Citigroup Global Markets Europe AG ("CGME"), which is regulated by Bundesanstalt 
fuer Finanzdienstleistungsaufsicht (BaFin). CGME, Reuterweg 16, 60323 Frankfurt am Main or by Citigroup Global Markets Limited, which is authorised by 
the PRA and regulated by the FCA and the PRA. Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB. Research which relates to "securities" 
(as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global 
Markets Asia Limited which takes full responsibility for its content. Citigroup Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures 
Commission. If the Research is made available through Citibank, N.A., Hong Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank 
N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank N.A. is regulated by the Hong Kong Monetary Authority. Please contact your 
Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on or any matters arising from or in connection with this document.  The 
Product is made available in India by Citigroup Global Markets India Private Limited (CGM), which is regulated by the Securities and Exchange Board of 
India (SEBI), as a Research Analyst (SEBI Registration No. INH000000438). CGM is also actively involved in the business of merchant banking and stock 
brokerage in India, and is registered with SEBI in this regard. CGM’s registered office is at 1202, 12th Floor, FIFC, G Block, Bandra Kurla Complex, Bandra 
East, Mumbai – 400098. CGM’s Corporate Identity Number is U99999MH2000PTC126657, and its contact details are: Tel:+9102261759999 
Fax:+9102261759961.  The Product is made available in Indonesia through PT Citigroup Securities Indonesia.  5/F, Citibank Tower, Bapindo Plaza, Jl. 
Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever 
they are domiciled or to Indonesian residents except in compliance with applicable capital market laws and regulations. This Product is not an offer of 
securities in Indonesia. The securities referred to in this Product have not been registered with the Capital Market and Financial Institutions Supervisory 
Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not be offered or sold within the territory of the Republic of 
Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the meaning of the Indonesian capital 
market laws and regulations.  The Product is made available in Israel through Citibank NA, regulated by the Bank of Israel and the Israeli Securities 
Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel.   The Product is made available in Japan by Citigroup Global Markets Japan 
Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities and Exchange Surveillance Commission, Japan Securities Dealers Association, 
Tokyo Stock Exchange and Osaka Securities Exchange.  Otemachi Park Building, 1-1-1 Otemachi, Chiyoda-ku, Tokyo 100-8132 Japan. If the Product was 
distributed by SMBC Nikko Securities Inc. it is being so distributed under license.  In the event that an error is found in an CGMJ research report, a revised 
version will be posted on the Firm's Citi Velocity website.  If you have questions regarding Citi Velocity, please call (81 3) 6270-3019 for help.   The product 
is made available in the Kingdom of Saudi Arabia in accordance with Saudi laws through Citigroup Saudi Arabia, which is regulated by the Capital Market 

372

Attachment SDR-ROR-10(c)
372 of 587



Exelon Corp (EXC)
30 July 2019 Citi Research

10

Authority (CMA) under CMA license (17184-31). 2239 Al Urubah Rd – Al Olaya Dist. Unit No. 18, Riyadh 12214 – 9597, Kingdom Of Saudi Arabia. The 
Product is made available in Korea by Citigroup Global Markets Korea Securities Ltd., which is regulated by the Financial Services Commission, the 
Financial Supervisory Service and the Korea Financial Investment Association (KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, 
Korea.   KOFIA makes available registration information of research analysts on its website.  Please visit the following website if you wish to find KOFIA 
registration information on research analysts of Citigroup Global Markets Korea Securities 
Ltd.  http://dis.kofia.or.kr/websquare/index.jsp?w2xPath=/wq/fundMgr/DISFundMgrAnalystList.xml&divisionId=MDIS03002002000000&serviceId=SDIS03002
002000. The Product is made available in Korea by Citibank Korea Inc., which is regulated by the Financial Services Commission and the Financial 
Supervisory Service. Address is Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea. This research report is intended to be provided only to 
Professional Investors as defined in the Financial Investment Services and Capital Market Act and its Enforcement Decree in Korea.  The Product is made 
available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 460819-D) (“CGMM”) to its clients and CGMM takes responsibility for its 
contents. CGMM is regulated by the Securities Commission of Malaysia. Please contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 
Kuala Lumpur, Malaysia in respect of any matters arising from, or in connection with, the Product.  The Product is made available in Mexico by Citibanamex 
Casa de Bolsa, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero Citibanamex which is a wholly owned subsidiary of Citigroup Inc. and is 
regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. Juarez, 06600 Mexico, D.F.  In New Zealand the Product is made available to 
‘wholesale clients’ only as defined by s5C(1) of the Financial Advisers Act 2008 (‘FAA’) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 
832 and AFSL No. 240992), an overseas financial adviser as defined by the FAA, participant of the ASX Group and regulated by the Australian Securities & 
Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is made available in Pakistan by Citibank N.A. Pakistan 
branch, which is regulated by the State Bank of Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 
4889, Karachi-74200.  The Product is made available in the Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., 
which is regulated by the Philippines Securities and Exchange Commission. 20th Floor Citibank Square Bldg. The Product is made available in the 
Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by 
The Bangko Sentral ng Pilipinas. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., 
which is regulated by Komisja Nadzoru Finansowego.  Dom Maklerski Banku Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa.  The Product is made 
available in the Russian Federation through AO Citibank, which is licensed to carry out banking activities in the Russian Federation in accordance with the 
general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with the license issued by the Federal 
Service for Financial Markets.  Neither the Product nor any information contained in the Product shall be considered as advertising the securities mentioned 
in this report within the territory of the Russian Federation or outside the Russian Federation.  The Product does not constitute an appraisal within the 
meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation.  8-10 
Gasheka Street, 125047 Moscow.  The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL”), a capital 
markets services license holder, and regulated by Monetary Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square 
Tower 1, Singapore 018960, in respect of any matters arising from, or in connection with, the analysis of this document. This report is intended for recipients 
who are accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289). The Product is made available by The 
Citigroup Private Bank in Singapore through Citibank, N.A., Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of 
Singapore. Please contact your Private Banker in Citibank N.A., Singapore Branch if you have any queries on or any matters arising from or in connection 
with this document. This report is intended for recipients who are accredited, expert and institutional investors as defined under the Securities and Futures 
Act (Cap. 289).  This report is distributed in Singapore by Citibank Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL provides no 
independent research or analysis of the substance or in preparation of this report. Please contact your Citigold//Citigold Private Client Relationship Manager 
in CSL if you have any queries on or any matters arising from or in connection with this report. This report is intended for recipients who are accredited 
investors as defined under the Securities and Futures Act (Cap. 289).   Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa 
(company registration number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) 
Ltd. is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board.  The investments and services 
contained herein are not available to private customers in South Africa.  The Product is made available in the Republic of China through Citigroup Global 
Markets Taiwan Securities Company Ltd. ("CGMTS"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan, subject to the license scope and the applicable 
laws and regulations in the Republic of China. CGMTS is regulated by the Securities and Futures Bureau of the Financial Supervisory Commission of 
Taiwan, the Republic of China. No portion of the Product may be reproduced or quoted in the Republic of China by the press or any third parties [without the 
written authorization of CGMTS]. Pursuant to the applicable laws and regulations in the Republic of China, the recipient of the Product shall not take 
advantage of such Product to involve in any matters in which the recipient may have conflicts of interest. If the Product covers securities which are not 
allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the Product shall be considered as advertising 
the securities or making recommendation of the securities in the Republic of China. The Product is for informational purposes only and is not intended as an 
offer or solicitation for the purchase or sale of a security or financial products. Any decision to purchase securities or financial products mentioned in the 
Product must take into account existing public information on such security or the financial products or any registered prospectus.  The Product is made 
available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of Thailand.  399 
Interchange 21 Building, 18th Floor, Sukhumvit Road, Klongtoey Nua, Wattana ,Bangkok 10110, Thailand.  The Product is made available in Turkey 
through Citibank AS which is regulated by Capital Markets Board.  Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  In 
the U.A.E, these materials (the "Materials") are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai 
International Financial Center ("DIFC") and licensed and regulated by the Dubai Financial Services Authority ("DFSA") to Professional Clients and Market 
Counterparties only and should not be relied upon or distributed to Retail Clients. A distribution of the different Citi Research ratings distribution, in 
percentage terms for Investments in each sector covered is made available on request.  Financial products and/or services to which the Materials relate will 
only be made available to Professional Clients and Market Counterparties.  The Product is made available in United Kingdom by Citigroup Global Markets 
Limited, which is authorised by the Prudential Regulation Authority (“PRA”) and regulated by the Financial Conduct Authority (“FCA”) and the PRA.  This 
material may relate to investments or services of a person outside of the UK or to other matters which are not authorised by the PRA nor regulated by the 
FCA and the PRA and further details as to where this may be the case are available upon request in respect of this material. Citigroup Centre, Canada 
Square, Canary Wharf, London, E14 5LB.  The Product is made available in United States by Citigroup Global Markets Inc, which is a member of FINRA 
and registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013.   Unless specified to the contrary, within EU 
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Member States, the Product is made available by Citigroup Global Markets Limited, which is authorised by the PRA and regulated by the FCA and the PRA. 
The Product is not to be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted. 
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject 
to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product.
Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes the Firm’s estimates, data 
from company reports and feeds from Thomson Reuters. The source for all referenced prices, unless otherwise stated, is DataCentral. Past performance is 
not a guarantee or reliable indicator of future results. Forecasts are not a guarantee or reliable indicator of future performance. The printed and printable 
version of the research report may not include all the information (e.g., certain financial summary information and comparable company data) that is linked to 
the online version available on the Firm's proprietary electronic distribution platforms.
© 2019 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are trademarks and service 
marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. The research data in this report is not intended 
to be used for the purpose of (a) determining the price or amounts due in respect (or to value) of one or more financial products or instruments and/or (b) 
measuring or comparing the performance of a financial product, a portfolio of financial instruments, or a collective investment undertaking, and any such use 
is strictly prohibited without the prior written consent of Citi Research. Any unauthorized use, duplication, redistribution or disclosure of this report (the 
“Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of the Product on a website or page, and/or providing to a 
third party a link to the Product, is prohibited by law and will result in prosecution. The information contained in the Product is intended solely for the recipient 
and may not be further distributed by the recipient to any third party. Where included in this report, MSCI sourced information is the exclusive property of 
Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any other MSCI intellectual property may not 
be reproduced, redisseminated or used to create any financial products, including any indices. This information is provided on an "as is" basis. The user 
assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the 
information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to 
any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing 
or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services 
marks of MSCI and its affiliates. Part of this product may contain Sustainalytics proprietary information that may not be reproduced, used, disseminated, 
modified nor published in any manner without the express written consent of Sustainalytics. Sustainalytics, its affiliates and any third party involved in, or 
related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness 
for a particular purpose with respect to any of this information. Any information attributed to Sustainalytics is provided solely for informational purposes and 
on its own should not be considered an offer to buy or sell a security. Neither Sustainalytics nor all its third-party suppliers provide investment advice (as 
defined in the applicable jurisdiction) or any other form of (financial) advice. The information is provided “as is” and, therefore Sustainalytics assumes no 
responsibility for errors or omissions. Sustainalytics cannot be held liable for damage arising from the use of this product or information contained herein in 
any manner whatsoever. The Firm accepts no liability whatsoever for the actions of third parties. The Product may provide the addresses of, or contain 
hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm, the Firm has not reviewed the linked site. Equally, 
except to the extent to which the Product refers to website material of the Firm, the Firm takes no responsibility for, and makes no representations or 
warranties whatsoever as to, the data and information contained therein. Such address or hyperlink (including addresses or hyperlinks to website material of 
the Firm) is provided solely for your convenience and information and the content of the linked site does not in any way form part of this document. 
Accessing such website or following such link through the Product or the website of the Firm shall be at your own risk and the Firm shall have no liability 
arising out of, or in connection with, any such referenced website.
ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
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Analyzing Utility Dividend Leaders and Laggards 
Equity valuations remain rich but still offer opportunities for income. 

Executive Summary 

Just over halfway through 2019, utilities continue to impress, with good growth prospects, secure 

dividends, and sound balance sheets. Investors have taken note, with the U.S. utilities we cover trading 

at a median 12% premium to our fair value estimates as of the end of July. That means investors' long-

term capital gains are at risk even if utilities make good on their 5%-7% earnings and dividend growth 

potential. However, utilities remain an attractive source of yield for income investors. Even with elevated 

equity valuations, the spread between utilities' dividend yields and the 10-year U.S. Treasury yield 

remains above historical levels. 

 

We think NextEra Energy, Sempra Energy, and American Water Works have the highest dividend growth 

potential, driven by strong capital growth opportunities and relatively low payout ratios. We forecast 

Southern Co. and Dominion Energy will be dividend growth laggards, constrained by high payout ratios 

and capital investment needs. Finally, PPL's struggles in the United Kingdom will probably result in no 

dividend growth and could lead to a dividend cut after the RIIO-ED2 regulatory outcome.  

 

Key Takeaways  

× Utilities remain expensive for equity investors, trading at a median 12% premium to our fair value 

estimates.  

× Dividend yields remain attractive for income investors. The utilities sector dividend yield is 132 basis 

points above the 10-year U.S. Treasury yield as of late July.  

× NextEra Energy, Sempra Energy, and American Water Works have growth opportunities and lower 

payouts, supporting industry-leading dividend growth.  

× High payouts will constrain Southern Co. and Dominion Energy's dividend growth. PPL's difficulty in the 

U.K. could leave it at risk for a dividend cut.  

 

Companies Mentioned  

 

Name/Ticker 

Economic  

Moat 

Moat 

Trend 

 

Currency 

Fair Value  

Estimate 

Current 

Price 

Uncertainty 

Rating 

Morningstar  

Rating 

Market 

Cap (Bil) 

American Water Works AWK Narrow Stable USD 90 115.23 Low Q 20.52 

Dominion Energy D Wide Stable USD 84 76.26 Low QQQQ 61.19 

NextEra Energy NEE Narrow Stable USD 193 209.36 Low QQ 100.27 

PPL Narrow Stable USD 31 30.16 Medium QQQ 21.77 

Sempra Energy SRE Narrow Stable USD 125 140.57 Low QQ 38.57 

Southern Co. SO Narrow Stable USD 52 55.48 Low QQ 57.72 
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Valuation Metrics Make Utilities Look Expensive 

The U.S. utilities sector is 12% overvalued based on our fair value estimates and market prices as of late 

July. The sector hit fair value for the first time in three years at the beginning of 2019 but has rallied 16% 

through the first half of the year, including dividends. This has matched the S&P 500 and inflated 

valuations to levels we last saw in late 2017 (Exhibit 1). 

 

Exhibit 1  Utilities' First-Half Rally Leaves the Sector Overvalued Again 
 

 
Source: Morningstar. 

 

Regulated Utilities Are Particularly Rich 

All of the conventional valuation metrics using earnings, book value, and dividend yield suggest utilities 

are overvalued. This is particularly true for the 21 fully regulated utilities we cover, which trade near 

multidecade highs and a premium to their less-regulated peers (exhibits 2, 3, and 4). 
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Exhibit 2  Regulated Utilities' Price/Earnings Valuation Near Multidecade High 
 

 

Source: Morningstar. Data as of July 19, 2019. 

 

Exhibit 3  Regulated Utilities' Price/Book Valuation Recently Topped Multidecade High 
 

 

Source: Morningstar. Data as of July 19, 2019. 
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Exhibit 4  Regulated Utilities' Dividend Yield Hitting New Lows 
 

 

Source: Morningstar. Data as of July 19, 2019. 

 

Utilities Look Attractive Versus Bonds 

It's difficult to recommend utilities as a total-return investment, but their current yields are historically 

attractive compared with bond yields. Climbing bond yields in 2018 nearly erased the interest-rate yield 

premium that utilities' investors had enjoyed for more than a decade. But continued dividend growth 

and falling bond yields once again make utilities look cheap relative to bonds (Exhibit 5). 

 

Exhibit 5  Yield Spread Suggests Utilities Are Cheap Relative to Bonds 
 

 

Source: Morningstar Direct. Data as of July 19, 2019. 
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Utilities Dividends Supported by Strong Growth Prospects 

We think that utilities that can increase their dividends faster than peers offer investors the best income 

potential. This group is buoyed not only by low payout ratios from years of focusing on internal growth 

opportunities, but also from forward earnings growth well above the 5%-7% peer average. 

 

One of the main trends fueling dividend growth is the continued utility investment opportunities in aging 

infrastructure, including distribution infrastructure, transmission, and renewable generation. The 

industry shows no signs of slowing. Our expectation for low long-term natural gas prices provides ample 

room for utility investment with minimal impact on customers' bills. 

 

In 2018, electric utilities spent approximately $127 billion on capital investment, well above the 10-year 

inflation-adjusted average of $105 billion. We take our in-depth knowledge of each company to come up 

with a consolidated view of capital expectations between 2019 through 2022. In 2019, we forecast 

$142.9 billion capital, with our four-year forecast expectations of $547.6 billion. For more in-depth 

analysis of our capital expenditure outlook, see Capital Investment Drives Utilities' Growth, but 

Valuations Are Rich.  

 

Utilities' investment plans typically drive earnings growth, assuming consistent and constructive 

regulation. Earnings growth then typically drives dividend growth adjusting for funding needs for its 

maintenance and growth capital investments. We think the top utilities that combine growth investment 

with constructive regulation will support the highest dividend growth (Exhibit 6).  
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Exhibit 6  Morningstar Earnings, Dividend, and Dividend Payout Forecasts 
 

 

Source: Morningstar. 

 

  

2019-23 Dividend Growth Dividend Payout 2019-23 Earnings Growth

NextEra Energy Inc 13.8% 61.3% 9.8%

Sempra Energy 11.0% 61.9% 10.0%

American Water Works Co Inc 10.0% 54.3% 9.0%

Atmos Energy Corp 8.7% 48.8% 7.9%

DTE Energy Co 7.0% 62.0% 4.6%

New Jersey Resources Corp 6.5% 57.9% 1.4%

Alliant Energy Corp 6.3% 63.0% 6.0%

Avangrid Inc 6.2% 78.9% 8.8%

CMS Energy Corp 6.2% 61.9% 7.0%

American Electric Power Co Inc 6.0% 65.8% 5.9%

Pinnacle West Capital Corp 6.0% 61.8% 6.0%

Xcel Energy Inc 5.9% 63.4% 5.0%

Fortis Inc 5.7% 68.5% 6.1%

Eversource Energy 5.6% 61.1% 6.5%

Portland General Electric Co 5.6% 63.2% 2.3%

WEC Energy Group Inc 5.5% 66.8% 6.6%

NiSource Inc 5.3% 61.5% 4.7%

OGE Energy Corp 5.3% 69.6% 3.5%

Consolidated Edison Inc 5.1% 68.1% 6.8%

FirstEnergy Corp 5.0% 58.5% 1.7%

The AES Corp 5.0% 40.9% 8.0%

Ameren Corp 5.0% 60.0% 5.3%

Evergy Inc 4.7% 66.4% 10.7%

CenterPoint Energy Inc 4.5% 70.1% 6.9%

Public Service Enterprise Group Inc 4.1% 58.0% 7.4%

Exelon Corp 4.1% 45.5% 8.5%

Duke Energy Corp 3.8% 79.7% 5.1%

Hawaiian Electric Industries Inc 3.4% 65.1% 5.6%

Southern Co 3.4% 81.6% 4.6%

Entergy Corp 3.1% 69.0% -1.8%

Dominion Energy Inc 2.0% 87.3% 5.2%

Edison International 1.9% 55.0% 5.8%

PPL Corp 1.1% 68.3% -1.3%

*Excludes PG&E
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Dividend Leaders 

NextEra Energy, Sempra Energy, and American Water Works are the clear dividend growth winners in 

our analysis. These utilities have large capital investment programs that support sector-leading earnings 

and dividend growth. Like the rest of our coverage, these utilities aren't cheap and trade well above our 

fair value estimates. However, long-term income-oriented investors can benefit from owning these 

stocks, given their earnings and income potential.  

 

NextEra Energy: Growth Potential Across Operations Drives Dividend Growth 

Star Rating: QQ | P/FV: 1.09 | Moat Rating: Narrow | Uncertainty: Low  

 

NextEra Energy has two growth drivers supporting our 9.8% earnings growth outlook and above-average 

dividend growth: its regulated Florida utility and its energy resources subsidiary that focuses on 

renewable energy development. Overall, we project NextEra to spend just over $40 billion through 2023, 

the largest program among our coverage. 

 

We forecast that NextEra Energy can grow dividends 14% annually over the next five years, well above 

its peer group average and the highest in our coverage. Additionally, NextEra's 61% payout ratio—

slightly lower than peers'—gives it greater flexibility to increase its dividend as cash flows become more 

stable at NextEra Resources with long-term renewable energy contracts and the divestiture of its 

unregulated thermal generation (Exhibit 7).  
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Exhibit 7  Dividend Growth Exceeds NextEra's Lofty Earnings Trajectory 

 
Source: Morningstar, company filings. 

 

Solar Growth Shines In Florida 

NextEra's growth in Florida will be focused on solar development, which until recently had few 

renewable development opportunities. While Florida demographics are ripe for solar development, 

regulators wisely waited for economics to improve before offering incentives to the states' investor-

owned utilities to develop solar generation. In 2017-18, NextEra's Florida Power & Light installed 600 

megawatts of new solar for $800 million, with an additional 600 MW and $800 million of investment 

planned for 2019-20. FPL is in the early stages of an additional $1.1 billion in development. By 2030, FPL 

aims to have installed more than 30 million solar panels that will allow 40% carbon-free generation, 

including nuclear.  

 

Florida regulators have highly constructive regulatory rate-setting mechanisms for recovery of capital 

investments, including solar generation. FPL's 10.6% allowed return midpoint and automatic base-rate 

adjustments upon completion limit regulatory lag and help drive our 6% rate-base growth estimate 

(Exhibit 8). NextEra consistently earns at or near the high end of its allowed ROE range, 11.6%. These 

mechanisms provide cash flow certainty needed for future dividend increases. NextEra Energy wisely 

increased its Florida exposure by recently acquiring Southern Co.'s Florida operations for $6.475 billion, 

further supporting growth.  
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Exhibit 8  Solar Build-Out Drives Florida Power & Light Rate-Base Growth  

 
Source: Morningstar, company filings. 

 

Strong Backlog of Development Opportunities for NextEra Energy Resources 

NextEra's other unit is its renewable energy development business, NextEra Energy Resources. NextEra 

is the largest wind power producer in the U.S., proving to be a best-in-class renewable energy operator 

and developer. 

 

NextEra aimed to be a leader in renewable energy in the early 2000s. While the technology was still 

economically unfeasible in many areas, NextEra developed early know-how and relationships that have 

allowed it to continue to be the largest domestic renewable energy developer. Although these 

renewable energy developments are not subject to regulated rates, the investments tend to have 

regulated-like returns. Management enters into long-term contracts to sell the power from its projects, 

significantly mitigating cash flow volatility relative to uncontracted generation projects that are exposed 

to volatile commodity prices. 

 

Management's continued execution on its Energy Resources development program leaves us confident 

that NextEra will deliver at the high end of its plan to add between 10.1 and 16.5 gigawatts from 2017  

to 2020 and supports our dividend outlook at the high end of management's 12% to 14% guidance. 

During 2018, the subsidiary added roughly 6.5 GW of renewable energy projects to its backlog. 

Favorable start-of-construction tax guidance from the IRS related to solar investment tax credits 

positions NextEra well for solar development beyond 2020. We forecast that NextEra adds approximately 

2.0 GW of wind capacity annually through 2023, with an additional 6.3 GW of new solar capacity 

through 2023 (Exhibit 9). 
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Exhibit 9  NextEra Energy Resources Renewable Energy Development and Pipeline Remains Strong 
 

 

Source: Morningstar, company filings. Excludes 4.8 GW of NEP assets. 

 

NextEra's early entry into battery storage will further enhance its competitive positioning in the market. 

Energy Resources already has 125 MW of battery storage, with a 266 MW backlog. 

 

Market Is Pricing in NextEra Energy Growth Prospects Even at Our Premium Valuation 

NextEra Energy trades at a 9% premium to our $193 per share value estimate as of late July. We 

incorporate an 8.5% annualized growth rate through 2023. Our valuation implies a 2020 price/earnings 

multiple of 21.8 times and an implied terminal multiple of 18.9 times in 2023, both a premium among the 

companies we cover. We estimate that NextEra will invest more than $60 billion through 2023. We 

expect its regulated utilities will focus on new generation, existing generation maintenance, and 

transmission and distribution investments. We anticipate that NextEra Energy Resources will continue to 

invest heavily in wind and solar energy.  

 

Sempra Energy: Portfolio Derisking Provides Certainty for Dividend Growth 

Star Rating: QQ | P/FV: 1.11 | Moat Rating: Narrow | Uncertainty: Low  

 

Sempra has long maintained a diversified portfolio of traditional regulated utilities and unregulated 

energy operations, which constrained its ability to drive dividend growth, given the cash flow volatility 

from the unregulated operations. However, Sempra has begun to derisk its portfolio, focusing on 

regulated distribution and transmission utilities that are the keys to its healthy capital investment plan. 

This portfolio pivot, lower payout ratio, and contracted Cameron LNG Trains 1-3 earnings contribution 

will allow Sempra to increase dividends 11% annually over the next five years, exceeding our 10% 

annualized earnings forecast during this period. 
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Exhibit 10  Regulated Growth and Cameron Contribute to Sempra's Dividend Growth 

 
Source: Morningstar, company filings. 

 

Sempra Energy has wisely expanded its regulated operations with proceeds from its asset divestitures, 

notably gas storage and merchant renewable energy projects. To do this, Sempra acquired regulated 

assets in Texas to pair with its regulated California utilities. Sempra recently acquired Oncor in 2018 for 

$18.8 billion and more recently InfraREIT for $1.275 billion, combining two transmission and distribution 

utilities in a constructive regulatory environment. We think Texas offers numerous benefits for Sempra, 

particularly the increase in earnings contribution from regulated utility operations that provide more 

stable cash flows than Sempra's unregulated businesses.  

 

Oncor and InfraREIT offer plentiful opportunities for capital investments. After closing the Oncor 

transaction, Sempra has increased Oncor's capital expenditure forecast to $10.6 billion, up from its 

previous $7.5 billion when the transaction was originally announced, driving 8% rate base growth 

(Exhibit 11). This supports our long-held belief that there are significant additional capital investment 

opportunities under a parent with a strong balance sheet and lower cost of capital, unlike Oncor's 

previous parent, the bankrupt Energy Future Holdings. In Texas, the regulated operations benefit from 

above-average electricity demand. We forecast 1.4% annualized Texas electricity growth through 2030, 

higher than the 1.25% electricity growth we forecast for the consolidated U.S. For further information, 

please see our Utilities Observer EVs, Pot, and Data: Can They Save Electricity Demand?  

 

Additionally, Sempra's Texas subsidiaries' transmission assets should continue to benefit from Texas' 

aggressive wind generation build-out. In ERCOT, there are roughly 87 GW of proposed renewable energy 

new-build projects (37 GW of wind, 47 GW of solar, and 3 GW of energy storage) in the interconnection 

queue, highlighting the continued appetite for renewable energy in the state. Sempra's management 

notes that this has led to 4.3 GW of interconnection requests in the Panhandle region alone. Rate-base 
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growth should drive earnings growth as Oncor invests in electric transmission and distribution to support 

both renewable energy and population growth in Texas (Exhibit 11). 

 

Exhibit 11  Oncor Rate-Base Growth Increases After Sempra Acquisition 
 

 

Source: Morningstar. company filings. 

 

Even though Texas regulators were sticklers during the Oncor acquisition approval process, we still 

consider the state a highly constructive regulatory jurisdiction. While 9.9% allowed returns on equity are 

only slightly higher than the national average, forward-looking rate-setting mechanisms and trackers 

reduce regulatory lag, allowing Sempra to turn capital investment into cash flow with minimal delay. 

This bodes well for the company's aggressive capital plan in the state. 

 

Investment Opportunities in California 

While we view California's regulatory environment less constructively than other states', Sempra's 

emphasis on distribution-related safety and reliability infrastructure upgrades provides an attractive 

growth opportunity. Its investments are squarely in line with the regulators' goals under California's 

RAMP program, which focuses on risk mitigation across the utilities' footprint. 

 

Outside opportunities under RAMP, Sempra also has numerous other capital investment opportunities in 

the state. We expect San Diego Gas & Electric to grow rate base 6% per year through 2023, supported 

by investments in transmission, fire hardening, information technology, and gas pipeline modernization 

and integrity. We expect Southern California Gas to grow rate base 9% through 2023, with transmission 

and distribution investments, gas pipeline modernization, and greenhouse gas emissions key investment 

areas. These investments across these subsidiaries led to a combined 6.5% rate-base growth in the state 

(Exhibit 12).  
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Exhibit 12  Safety Investments Support California Rate Base Growth 
 

 
Source: Morningstar, company filings. 

 

Our less-than-favorable outlook for California utility regulation stems from increased regulatory risk, as 

demonstrated by Sempra's less-than-perfect 2012 and 2016 rate-case outcomes. But the California 

Public Utilities Commission is a relatively constructive partner compared with regulators in many other 

states. The utilities' upcoming general rate case will be a near-term indicator of the state regulatory 

environment under the RAMP program. 

 

Beyond Sempra's Regulated Growth Opportunities  

Aside from Sempra's healthy regulated growth opportunities, investors should also benefit from its 

exposure to the growing LNG market. Importantly, the structure of these contracts provides regulated-

like returns for investors, supporting our dividend outlook. We think this is one reason management will 

hold on to its fast-growing natural gas infrastructure business that capitalizes on the increasing 

incorporation of natural gas into the U.S. and Mexican economies as well as on the burgeoning 

integration of global natural gas markets. U.S. natural gas consumption set a record in 2018, and total 

demand could grow another 10% or more due to export facilities coming on line in the next few years 

(Exhibit 13). 
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Exhibit 13  Sempra Benefiting From Rising U.S. Natural Gas Demand 
 

 

Source: Energy Information Administration. 

 

The Cameron import facility initially suffered from weak U.S. gas pricing relative to global gas markets, 

but Sempra's ability to convert it to an export facility should make it a valuable asset for shareholders 

long into the future. While the facility experienced delays, management expects all three trains to be 

producing LNG by mid-2020, and it is financially protected from any cost overruns or delays. In May, 

Sempra reached the final commissioning stage for Cameron Train 1.  

 

What impresses us most is the ability of Sempra Energy's management to move forward with its 

significant LNG development opportunities. At Cameron, Sempra has an opportunity to add two more 

trains, giving it five in total. Its Port Arthur facility in the Gulf Coast is well positioned to supply Europe. 

On the West Coast, Energia Costa Azul can economically supply Asian countries.  

 

Sempra is moving toward solidifying these opportunities. Management recently announced a 

memorandum of understanding with Total that would allow the company to contract up to 9 million tons 

per year of LNG from future Sempra LNG projects, including ECA and Cameron trains 4 and 5. The memo 

excludes Port Arthur, but we think that could be added later. These opportunities set up Sempra's LNG 

unit to be a significant growth contributor in the middle of the next decade. Overall, we believe Sempra's 

LNG terminal has some moatworthy characteristics given its low cost basis relative to world LNG supply, 

long-term contracts, and favorable location. 

 

We also think Sempra will retain its majority ownership in IEnova. It has an early-mover advantage in a 

time of Mexican infrastructure build-out, and it has strong relationships that could make it harder for 

outside investors to bid on new growth projects. This should keep competitors at arm's length for now. 

IEnova's portfolio consists mostly of long-term take-or-pay dollar-denominated and dollar-linked 

contracts. Infrastructure investment opportunities in Mexico are plentiful given the country's need for 

gas infrastructure, renewable energy, electric transmission, and refined products. 
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Investor Excitement Over Portfolio Transition Leads to Frothy Valuation 

Sempra Energy trades at an 11% premium to our $125 fair value estimate as of late July. We project that 

the utilities and new North American gas infrastructure will drive 10% earnings growth and 11% 

dividend growth through 2023. Our fair value estimate assumes $25 billion in capital expenditures from 

2019 to 2023. Over 80% of investment is at the utilities and should drive strong annual rate-base growth 

during the same period. 

 

We assume that Cameron operates all three trains by mid-2020. We incorporate $20 per share of value 

for the Cameron LNG export facility into our fair value estimate. We assume a $3 per thousand cubic feet 

midcycle U.S. natural gas price. A lower-for-longer view on natural gas prices in North America should 

be a boon for Sempra's infrastructure businesses, supporting increased gas adoption as a primary 

energy source in Mexico and keeping U.S. LNG exports' cost basis more competitive with projects 

around the globe. 

 

American Water Works: Management's Renewed Focus on Dividend Growth Rewards Investors 

Star Rating: Q | P/FV: 1.28 | Moat Rating: Narrow | Uncertainty: Low  

 

Since its IPO in April 2008, American Water Works has increased earnings at a low-double-digit pace, 

topping most of its regulated peers. The earnings growth has rewarded investors with a total return of 

almost 500% in the 11 years since the spin-IPO by German utility RWE. Management historically focused 

on growth opportunities over its dividend payout, but management recently renewed its focus on 

dividend growth. American Water Works has now begun accelerating its dividend increases, averaging 

over 10% per year over the past few years. We expect an annual dividend growth rate of 10% for the 

next five years. The company's 54% projected payout ratio based on adjusted 2019 earnings is low for 

the sector, leaving plenty of room to increase the dividend faster than our 9% earnings growth forecast. 

 

Improving regulatory frameworks, increasing operations and maintenance efficiency (adjusted O&M 

divided by adjusted revenue), and acquisitions have driven earnings growth. In late 2017, management 

trimmed its growth objectives for its nonregulated businesses, or market-based segment, targeting 10% 

of consolidated earnings by 2022 versus the previous 15% target by 2021. In 2018, nonregulated 

businesses generated about 9% of adjusted earnings before parent and other expenses, and we are 

bullish on the strategy. We project annual EPS growth of roughly 12% from the market-based segment 

over the next five years, allowing the company to achieve management's 10% goal by 2020 or 2021. 
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Exhibit 14  American Water Works Has Plenty of Room for Dividend Growth  

 
Source: Morningstar, company filings. 

 

High Price for American Water Works Growth Potential 

American Water Works' strong growth potential doesn't come cheap for investors. The stock trades at a 

28% premium to our $90 fair value estimate, making it one of the most expensive utilities we cover. Our 

fair value estimate is driven by exceptional growth at its market-based segment and solid performance 

from its regulated utilities. Our fair value estimate for American Water Works implies a 23 times multiple 

on 2020 earnings. This ratio is roughly 30% above regulated electric utility peers, but American Water 

has traded at a premium to electric utility companies for many years and has more long-term growth 

opportunities. American Water management expects annual earnings per share growth to be in the top 

half of its 7%-10% target, consistent with our 9% forecast.  

 

We assume a return on invested capital in the 10-year second stage of our discounted cash flow model 

of 9%, consistent with our forecast of estimated returns during the next five years. We have a high level 

of confidence that American Water can achieve these returns based on constructive regulatory 

frameworks and its ability to continue to drive down costs with capital investment.  
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Dividend Laggards 

On the opposite end of the spectrum are those utilities we think will struggle to grow dividends in line 

with earnings, though they are among the most attractive on a price/fair value perspective. Southern Co. 

is constrained by a high payout ratio from operational mishaps at Kemper and Vogtle. Dominion Energy's 

material equity issuances have pushed its payout ratio higher, limiting growth over our five-year outlook. 

Finally, PPL's U.K. headwinds will create dividend uncertainty, resulting in no growth for several years 

and the potential for up to a 10% dividend cut in a worst-case scenario.  

 

Southern Co.: Operational Mishaps Lower Outlook for Dividend Growth 

Star Rating: QQ | P/FV: 1.07 | Moat Rating: Narrow | Uncertainty: Low  

 

Southern has long been a consistent dividend growth machine, providing investors with annual dividend 

increases of about 3.5% for the past 10 years. We expect increases to continue at this rate, but that 

makes it one of the lowest growth rates among peers. We estimate Southern's dividend payout ratio on 

2019 adjusted earnings will be near 80%, making it difficult for Southern to continue to increase 

dividends in line with our earnings growth projections.  

 

Still, we think the dividend is secure. Although Southern's payout ratio is higher than the sector average, 

Southern's earnings power is spread over several jurisdictions, and the diversity increased with the AGL 

acquisition. We expect its payout ratio to fall into the mid-70% level over the next five years as earnings 

growth outpaces dividend growth (Exhibit 15). 
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Exhibit 15  Lower Dividend Growth as Southern Navigates High Payout Ratio 

 
Source: Morningstar, company filings. 

 

Southern's Move Away From Coal Offers Growth Opportunity 

Southern is undergoing one of the most dramatic transformations in the usually stodgy world of 

regulated utilities. In 2000, almost 80% of electricity sold to customers was generated using coal. By 

2030, we estimate it will be less than 20%, and the company recently announced a goal of low- and no-

carbon generation by 2050 that will probably require the closure of its remaining coal plants. Nuclear, 

natural gas, and renewable energy are all increasing their share of generation. 

 

However, the transformation has had hiccups. In 2017, wholly owned Georgia Power took over 

construction of the Vogtle nuclear plant after Toshiba's Westinghouse Electric, which was building the 

two new units, declared bankruptcy. Vogtle's total capital cost is now estimated to be over $20 billion, 

with Georgia Power's share approximately $8.5 billion net of a $1.7 billion settlement payment from 

Toshiba. Although the plant is five years behind schedule and more than double the initial cost estimate, 

we believe the project will meet the revised schedule and the first reactor should begin operation by 

November 2021. 

 

Another problem associated with Southern's transformation is the delays and cost overruns at the 

Kemper (Mississippi) project, an integrated gasification combined-cycle power plant that was intended 

to convert lignite coal to synthesis gas and be the first commercial-scale generator to use carbon 

capture. The plant was three years behind schedule and more than double its initial cost estimate when 

wholly owned Mississippi Power abandoned the lignite-to-gas conversion. 

 

The Kemper plant is now running using natural gas. In early 2018, Mississippi Power reached a 

settlement that allows it to charge customers for the generation side of the facility only. This led 
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Southern to write off about $6 billion pretax related to investment in the abandoned lignite-to-gas 

operation. 

 

Although these problems have been an embarrassment to one of the best management teams in the 

industry, we don’t believe the financial impacts will derail our estimated long-term annual EPS growth 

rate of 5% or put the company’s dividend or dividend growth at risk. 

 

Southern Remains Rich, but It's Trading at a Discount to Peer Group 

Southern's stock trades at a 7% premium to our $52 fair value estimate as of late July. 

 

We don't incorporate any further delays at Vogtle, whose schedule and budget remain on track after the 

2018 revisions. Construction is about 75% complete and Southern has met all major milestones, 

supporting the accelerated schedule. Four similar Westinghouse AP1000 units in China have achieved 

commercial operation and synced to the power grid, which increases our confidence that Southern can 

meet the revised schedule. 

 

Our 7.5% cost of equity assumption is lower than the 9% we estimate investors demand of a diversified 

equity portfolio. Our pretax cost of debt assumption is 5.8%, as we incorporate a normalized long-term 

real rate environment and normalized credit spreads. A 2.25% long-term inflation outlook underpins our 

capital cost assumptions. These assumptions result in a 6.1% weighted average cost of capital. 

 

Our fair value estimate represents a 16 times multiple on our 2020 earnings estimate, a discount to peers 

currently trading near 19 times. We suspect the discount is due to the problems at Vogtle and should 

disappear once the plant is completed. 

 

Dominion Energy: Equity Needs Lower Dividend Growth Potential 

Star Rating: QQQQ | P/FV: 0.92 | Moat Rating: Wide | Uncertainty: Low  

 

Although annual dividend increases have averaged 9% over the past five years, we believe the currently 

attractive yield, elevated payout ratio, and an estimated 178 million more common shares outstanding 

(28% increase) by 2019 year-end versus 2017, will likely result in the board reducing dividend growth to 

low single digits. 

 

Reducing dividend increases to 2.5% per year would lower the payout ratio to about 78% by 2023 

(Exhibit 16). Although we are now less bullish on dividend increases, we still think the dividend yield and 

earnings growth could deliver low-double-digit returns through the next decade. Dominion remains the 

most attractive utility on a valuation basis in our coverage, trading at an 8% discount in an environment 

where we see utilities as 12% overvalued.  
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Exhibit 16  Elevated Payout and Equity Issuance Lowers Dominion Dividend Growth 

 
Source: Morningstar, company filings. 

 

Move Toward Wide-Moat Businesses 

Dominion Energy changed its name from Dominion Resources in 2017. More importantly for investors, 

however, the company has also made a strategic pivot. Since 2010, it has focused on the development 

of new wide-moat projects with conservative strategies, exited the exploration and production business, 

sold or retired no-moat merchant energy plants, and made significant investments in moaty utility 

infrastructure. 

 

The $4 billion Cove Point liquefied natural gas export facility loaded its first tanker in 2018. We now 

expect 48%-owned Atlantic Coast Pipeline to cost roughly $8 billion and not be in complete commercial 

operation until 2022. Both wide-moat infrastructure projects illustrate Dominion's conservative strategy 

pivot. 

 

Dominion has accelerated its capital expenditures and now expects growth investments to be roughly 

$26 billion, about two thirds of the investment directed to its regulated utility in Virginia. Including 

maintenance capital expenditures, we expect total capital expenditures and equity investments in ACP 

to reach $35.5 billion from 2019-23. This should drive EPS growth over 5% annually. 

 

Wide-moat businesses generate about 45% of Dominion's operating earnings versus roughly half before 

the acquisition of Scana and acceleration of regulated utility investments. The balance of earnings will 

come from regulated gas and electric utilities with some of the most constructive regulation and 

attractive growth potential in the country. 
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Despite Lackluster Dividend Growth, Dominion Energy Remains Top Pick 

Our $84 per share fair value estimate is an 8% discount to the stock price as of late July. Our fair value 

estimate is almost 18 times our 2021 EPS estimate, a modest premium to the 17 implied P/E multiple of 

peers based on time-value-adjusted fair value estimates and normalized earnings estimates. However, 

we believe Dominion's premium is warranted given Virginia's solid electricity growth and constructive 

regulatory framework as well as Dominion's opportunities to expand its gas infrastructure businesses. 

 

Despite numerous legal setbacks for the Atlantic Coast Pipeline, we are confident the project will 

eventually get completed. Work remains halted on the 600-mile pipeline from West Virginia to North 

Carolina, and we expect these setbacks will delay ACP by more than two years later than planned. The 

delay will push the completion into 2022 and the project costs close to $8 billion and not be in 

commercial operation until 2022. 

 

Our valuation methodology recognizes Dominion Energy's low risk profile. Our 7.5% cost of equity is 

lower than the 9% we estimate investors demand of a diversified equity portfolio. Our lower cost of 

equity is driven by the more conservative strategy that Dominion Energy has embarked on over the past 

10 years. Our pretax cost of debt assumption is 5.8%, as we incorporate a normalized long-term real rate 

environment and normalized credit spreads. A 2.25% long-term inflation outlook underpins our capital 

cost assumptions. These assumptions result in a weighted average cost of capital of 6.4%. 

 

PPL: U.K. Worries Will Limit Dividend Growth; Worst-Case Dividend Cut 

Star Rating: QQQ | P/FV: 0.98 | Moat Rating: Narrow | Uncertainty: Low  

 

While the near term for PPL has attractive regulated growth opportunities that could produce 5.5% 

annual rate-base growth through 2021, it is the uncertainty around its U.K. operations that leaves PPL 

the only utility on our list at risk for a dividend cut beyond 2021. 

 

We project roughly 1% dividend increases annually through 2021 as management cautiously readies 

itself for a U.K. regulatory outcome, with no increase in 2022 and 2023. Our dividend payout ratio rises to 

an uncomfortable 79% in 2022, as we forecast just 4% allowed returns for the RIIO-ED2, in line with 

what U.K. regulators recently proposed for gas distribution, gas transmission, and electricity 

transmission utilities. Best-case scenario, we think there will be no dividend growth in 2022 and 2023 as 

PPL manages the earnings headwinds. Additionally, PPL's regulated cash flows should allow 

management to navigate a high payout ratio. 

 

However, developments in the U.K. regulatory environment have consistently been below our bearish 

expectations. The U.K. has historically been a constructive regulatory jurisdiction, but political and 

regulatory environments are proving to be a significant headwind. If the U.K. regulatory environment 

deteriorates beyond our expectations, we think a worst-case scenario could result in PPL cutting its 

dividend 10% to a more manageable 70% payout ratio. 
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Exhibit 17  PPL's Dividend Payout Falls to Uncomfortable Levels Once RIIO-ED2 Sets In 

 
Source: Morningstar, company filings. 

 

PPL's Trouble in the U.K. Offsets U.S. Growth 

PPL plans to spend $14.3 billion at its domestic and international utilities over the next five years, but we 

think it will be difficult to offset declining returns in the U.K. We expect consolidated earnings to drop in 

2022 and 2023. PPL's international delivery segment is the largest distribution utility in the U.K., but it 

has added significant shareholder risk as the U.K. energy companies face political and regulatory 

pressure. Recently, U.K. regulators put in place elements of the next regulatory framework, RIIO-2. 

Positives of the framework include 1) a calculation of regulated asset value and returns that remain 

economically similar to the current structure; 2) no change in the economic asset life for depreciation; 

and 3) an option for fast-track eligibility, for which PPL qualified under the last framework. 

 

However, returns likely will be much lower. U.K. regulators recently suggested just 4% rates of return for 

gas distribution, gas transmission, and electricity transmission. If electricity distribution rates of return 

are subject to similar treatment, we think it will be difficult for PPL to invest significant growth capital to 

help offset what we expect will be materially lower returns. PPL has consistently done an excellent job 

earning incentive revenue, but we don't think this will be enough to offset lower allowed returns.  

 

PPL's domestic regulated operations provide some stability to PPL's cash flows and dividend payout. PPL 

has achieved constructive rate outcomes in Pennsylvania and Kentucky. Recently, the Kentucky 

commission allowed PPL's KU and LG&E subsidiaries $187 million in rate increases as part of its review, 

including $110 million of bill credits associated with tax reform, with an allowed return on equity of 

9.725%, in line with its peers' allowed returns. We expect regulators to continue to support PPL's growth 

projects in the state. 
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PPL Trades at Fair Value, but Risks Require a Larger Safety Margin 

Our $31 per share fair value estimate is in line with the market. We expect 5% consolidated earnings 

growth and 1% dividend growth in 2020 and 2021. We forecast no dividend growth in 2022 and 2023. At 

the U.K. utility segment, we include approved inflation-adjusted cost allowances and expected growth 

investments under the current RIIO-ED1 regulatory construct. We also forecast PPL will continue earning 

performance incentive awards. 

 

We forecast 4% allowed returns for the RIIO-ED2, in line with what U.K. regulators recently proposed for 

gas distribution, gas transmission, and electricity transmission utilities. We also forecast supportive 

incentive revenue, like the allowed levels under RIIO-ED1. 

 

At the domestic regulated utilities, we incorporate recent allowed rate increases and allowed returns on 

equity. We estimate that PPL will request significant rate increases every two years to recapture returns 

on the investment that management has planned at its regulated utilities. 

 

We use a 7.5% cost of equity and a 6.2% weighted average cost of capital in our discounted cash flow 

valuation. K 
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Research Methodology for Valuing Companies 
 
Overview 

At the heart of our valuation system is a detailed projection of a company's future cash flows, resulting from our analysts' research. 

Analysts create custom industry and company assumptions to feed income statement, balance sheet, and capital investment 

assumptions into our globally standardized, proprietary discounted cash flow, or DCF, modeling templates. We use scenario 

analysis, in-depth competitive advantage analysis, and a variety of other analytical tools to augment this process. Moreover, we 

think analyzing valuation through discounted cash flows presents a better lens for viewing cyclical companies, high-growth firms, 

businesses with finite lives (for example, mines), or companies expected to generate negative earnings over the next few years. 

That said, we don't dismiss multiples altogether but rather use them as supporting cross-checks for our DCF-based fair value 

estimates. We also acknowledge that DCF models offer their own challenges (including a potential proliferation of estimated 

inputs and the possibility that the method may miss short-term market-price movements), but we believe these negatives are 

mitigated by deep analysis and our long-term approach.  

 

Morningstar's equity research group ("we," "our") believes that a company's intrinsic worth results from the future cash flows it 

can generate. The Morningstar Rating for stocks identifies stocks trading at a discount or premium to their intrinsic worth—or fair 

value estimate, in Morningstar terminology. Five-star stocks sell for the biggest risk-adjusted discount to their fair values, whereas 

1-star stocks trade at premiums to their intrinsic worth.  

 

Morningstar Research Methodology 
 

 

Source: Morningstar. 

 

Four key components drive the Morningstar rating: 1) our assessment of the firm's economic moat, 2) our estimate of the stock's 

fair value, 3) our uncertainty around that fair value estimate and 4) the current market price. This process ultimately culminates in 

our single-point star rating.  

 

Economic Moat 

The concept of an economic moat plays a vital role not only in our qualitative assessment of a firm's long-term investment 

potential, but also in the actual calculation of our fair value estimates. An economic moat is a structural feature that allows a firm 

to sustain excess profits over a long period of time. We define economic profits as returns on invested capital (or ROIC) over and 

above our estimate of a firm's cost of capital, or weighted average cost of capital (or WACC). Without a moat, profits are more 

susceptible to competition. We have identified five sources of economic moats: intangible assets, switching costs, network effect, 

cost advantage, and efficient scale. 

 

Companies with a narrow moat are those we believe are more likely than not to achieve normalized excess returns for at least the 

next 10 years. Wide-moat companies are those in which we have very high confidence that excess returns will remain for 10 years, 

with excess returns more likely than not to remain for at least 20 years. The longer a firm generates economic profits, the higher its 

intrinsic value. We believe low-quality, no-moat companies will see their normalized returns gravitate toward the firm's cost of 

capital more quickly than companies with moats.  

 

To assess the sustainability of excess profits, analysts perform ongoing assessments of the moat trend. A firm's moat trend is 

positive in cases where we think its sources of competitive advantage are growing stronger; stable where we don't anticipate 

changes to competitive advantages over the next several years; or negative when we see signs of deterioration.  

 

Estimated Fair Value  

Combining our analysts' financial forecasts with the firm's economic moat helps us assess how long returns on invested capital are 

likely to exceed the firm's cost of capital. Returns of firms with a wide economic moat rating are assumed to fade to the perpetuity 
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period over a longer period of time than the returns of narrow-moat firms, and both will fade slower than no-moat firms, increasing 

our estimate of their intrinsic value.  

  

Our model is divided into three distinct stages: 

 

Stage I: Explicit Forecast  

In this stage, which can last five to 10 years, analysts make full financial statement forecasts, including items such as revenue, 

profit margins, tax rates, changes in working-capital accounts, and capital spending. Based on these projections, we calculate 

earnings before interest, after taxes, or EBI, and the net new investment, or NNI, to derive our annual free cash flow forecast.  

 

Stage II: Fade  

The second stage of our model is the period it will take the company's return on new invested capital—the return on capital of the 

next dollar invested, or RONIC—to decline (or rise) to its cost of capital. During the Stage II period, we use a formula to 

approximate cash flows in lieu of explicitly modeling the income statement, balance sheet, and cash flow statement as we do in 

Stage I. The length of the second stage depends on the strength of the company's economic moat. We forecast this period to last 

anywhere from one year (for companies with no economic moat) to 10–15 years or more (for wide-moat companies). During this 

period, cash flows are forecast using four assumptions: an average growth rate for EBI over the period, a normalized investment 

rate, average return on new invested capital (RONIC), and the number of years until perpetuity, when excess returns cease. The 

investment rate and return on new invested capital decline until a perpetuity value is calculated. In the case of firms that do not 

earn their cost of capital, we assume marginal ROICs rise to the firm's cost of capital (usually attributable to less reinvestment), 

and we may truncate the second stage.  

 

Stage III: Perpetuity 

Once a company's marginal ROIC hits its cost of capital, we calculate a continuing value, using a standard perpetuity formula. At 

perpetuity, we assume that any growth or decline or investment in the business neither creates nor destroys value and that any 

new investment provides a return in line with estimated WACC. 

 

Because a dollar earned today is worth more than a dollar earned tomorrow, we discount our projections of cash flows in stages I, 

II, and III to arrive at a total present value of expected future cash flows. Because we are modeling free cash flow to the firm—

representing cash available to provide a return to all capital providers—we discount future cash flows using the WACC, which is a 

weighted average of the costs of equity, debt, and preferred stock (and any other funding sources), using expected future 

proportionate long-term market-value weights. 

 

Uncertainty Around That Fair Value Estimate 

Morningstar's Uncertainty Rating captures a range of likely potential intrinsic values for a company and uses it to assign the 

margin of safety required before investing, which in turn explicitly drives our stock star rating system. The Uncertainty Rating 

represents the analysts' ability to bound the estimated value of the shares in a company around the Fair Value Estimate, based on 

the characteristics of the business underlying the stock, including operating and financial leverage, sales sensitivity to the overall 

economy, product concentration, pricing power, and other company-specific factors.  

 

Analysts consider at least two scenarios in addition to their base case: a bull case and a bear case. Assumptions are chosen such 

that the analyst believes there is a 25% probability that the company will perform better than the bull case, and a 25% probability 

that the company will perform worse than the bear case. The distance between the bull and bear cases is an important indicator of 

the uncertainty underlying the fair value estimate.  

 

Our recommended margin of safety widens as our uncertainty of the estimated value of the equity increases. The more uncertain 

we are about the estimated value of the equity, the greater the discount we require relative to our estimate of the value of the firm 

before we would recommend the purchase of the shares. In addition, the uncertainty rating provides guidance in portfolio 

construction based on risk tolerance. 

 

Our uncertainty ratings for our qualitative analysis are low, medium, high, very high, and extreme. 

× Low–margin of safety for 5-star rating is a 20% discount and for 1-star rating is 25% premium. 

× Medium–margin of safety for 5-star rating is a 30% discount and for 1-star rating is 35% premium. 

× High–margin of safety for 5-star rating is a 40% discount and for 1-star rating is 55% premium. 

× Very High–margin of safety for 5-star rating is a 50% discount and for 1-star rating is 75% premium. 

× Extreme– margin of safety for 5-star rating is a 75% discount and for 1-star rating is 300% premium. 
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Morningstar Equity Research Star Rating Methodology 
 

 

 

 
Market Price 

The market prices used in this analysis and noted in the report come from exchange on which the stock is listed which we believe 

is a reliable source. 

 

For more details about our methodology, please go to https://shareholders.morningstar.com. 

 

Morningstar Star Rating for Stocks 

Once we determine the fair value estimate of a stock, we compare it with the stock's current market price on a daily basis, and the 

star rating is automatically re-calculated at the market close on every day the market on which the stock is listed is open. Our 

analysts keep close tabs on the companies they follow, and, based on thorough and ongoing analysis, raise or lower their fair 

value estimates as warranted.  

 

Please note, there is no predefined distribution of stars. That is, the percentage of stocks that earn 5 stars can fluctuate daily, so 

the star ratings, in the aggregate, can serve as a gauge of the broader market's valuation. When there are many 5-star stocks, the 

stock market as a whole is more undervalued, in our opinion, than when very few companies garner our highest rating.  

 

We expect that if our base-case assumptions are true the market price will converge on our fair value estimate over time, generally 

within three years (although it is impossible to predict the exact time frame in which market prices may adjust).  

 

Our star ratings are guideposts to a broad audience and individuals must consider their own specific investment goals, risk 

tolerance, tax situation, time horizon, income needs, and complete investment portfolio, among other factors.  
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The Morningstar Star Ratings for stocks are defined below: 

 

QQQQQ We believe appreciation beyond a fair risk-adjusted return is highly likely over a multiyear time frame. Scenario 

analysis developed by our analysts indicates that the current market price represents an excessively pessimistic outlook, limiting 

downside risk and maximizing upside potential.  

 

QQQQ We believe appreciation beyond a fair risk-adjusted return is likely.  

 

QQQ Indicates our belief that investors are likely to receive a fair risk-adjusted return (approximately cost of equity). 

 

QQ We believe investors are likely to receive a less than fair risk-adjusted return.  

 

Q Indicates a high probability of undesirable risk-adjusted returns from the current market price over a multiyear time frame, 

based on our analysis. Scenario analysis by our analysts indicates that the market is pricing in an excessively optimistic outlook, 

limiting upside potential and leaving the investor exposed to Capital loss.  

 

Risk Warning 

Please note that investments in securities are subject to market and other risks and there is no assurance or guarantee that the 

intended investment objectives will be achieved. Past performance of a security may or may not be sustained in future and is no 

indication of future performance. A security investment return and an investor's principal value will fluctuate so that, when 

redeemed, an investor's shares may be worth more or less than their original cost. A security's current investment performance 

may be lower or higher than the investment performance noted within the report. Morningstar's Uncertainty Rating serves as a 

useful data point with respect to sensitivity analysis of the assumptions used in our determining a fair value price.  

 

General Disclosure 
Unless otherwise provided in a separate agreement, recipients accessing this report may only use it in the country in which the 

Morningstar distributor is based. Unless stated otherwise, the original distributor of the report is Morningstar Research Services 

LLC, a U.S.A. domiciled financial institution. 

 

This report is for informational purposes only and has no regard to the specific investment objectives, financial situation, or 

particular needs of any specific recipient. This publication is intended to provide information to assist institutional investors in 

making their own investment decisions, not to provide investment advice to any specific investor. Therefore, investments discussed 

and recommendations made herein may not be suitable for all investors; recipients must exercise their own independent judgment 

as to the suitability of such investments and recommendations in the light of their own investment objectives, experience, taxation 

status, and financial position.  

 

The information, data, analyses, and opinions presented herein are not warranted to be accurate, correct, complete, or timely. 

Unless otherwise provided in a separate agreement, neither Morningstar, Inc. nor the Equity Research Group represents that the 

report contents meet all of the presentation and/or disclosure standards applicable in the jurisdiction the recipient is located. 

 

Except as otherwise required by law or provided for in a separate agreement, the analyst, Morningstar, Inc. and the Equity 

Research Group and their officers, directors and employees shall not be responsible or liable for any trading decisions, damages or 

other losses resulting from, or related to, the information, data, analyses or opinions within the report. The Equity Research Group 

encourages recipients of this report to read all relevant issue documents for example, prospectus) pertaining to the security 

concerned, including without limitation, information relevant to its investment objectives, risks, and costs before making an 

investment decision and when deemed necessary, to seek the advice of a legal, tax, and/or accounting professional. 

 

The Report and its contents are not directed to, or intended for distribution to or use by, any person or entity who is a citizen or 

resident of or located in any locality, state, country, or other jurisdiction where such distribution, publication, availability or use 

would be contrary to law or regulation or which would subject Morningstar, Inc. or its affiliates to any registration or licensing 

requirements in such jurisdiction. 

 

Where this report is made available in a language other than English and in the case of inconsistencies between the English and 

translated versions of the report, the English version will control and supersede any ambiguities associated with any part or 

section of a report that has been issued in a foreign language. Neither the analyst, Morningstar, Inc., nor the Equity Research 

Group guarantees the accuracy of the translations. 
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This report may be distributed in certain localities, countries and/or jurisdictions ("Territories") by independent third parties or 

independent intermediaries and/or distributors ("Distributors"). Such Distributors are not acting as agents or representatives of the 

analyst, Morningstar, Inc. or the Equity Research Group. In Territories where a Distributor distributes our report, the Distributor is 

solely responsible for complying with all applicable regulations, laws, rules, circulars, codes, and guidelines established by local 

and/or regional regulatory bodies, including laws in connection with the distribution third-party research reports. 

 

Conflicts of Interest 

× No interests are held by the analyst with respect to the security subject of this investment research report. 

 

Morningstar, Inc. may hold a long position in the security subject of this investment research report that exceeds 0.5% of the total 

issued share capital of the security. To determine if such is the case, please click http://msi.morningstar.com and 

http://mdi.morningstar.com. 

 

× Analysts' compensation is derived from Morningstar, Inc.'s overall earnings and consists of salary, bonus and in some cases 

restricted stock. 

 

× Neither Morningstar, Inc. nor the Equity Research Group receives commissions for providing research nor do they charge 

companies to be rated. 

 

× Neither Morningstar, Inc. nor the Equity Research Group is a market maker or a liquidity provider of the security noted within  

this report. 

 

× Neither Morningstar, Inc. nor the Equity Research Group has been a lead manager or co-lead manager over the previous 12 

months of any publicly disclosed offer of financial instruments of the issuer. 

 

× Morningstar, Inc.'s investment management group does have arrangements with financial institutions to provide portfolio 

management/investment advice some of which an analyst may issue investment research reports on. However, analysts do not 

have authority over Morningstar's investment management group's business arrangements nor allow employees from the 

investment management group to participate or influence the analysis or opinion prepared by them. 

 

× Morningstar, Inc. is a publicly traded company (Ticker Symbol: MORN) and thus a financial institution the security of which is the 

subject of this report may own more than 5% of Morningstar, Inc.'s total outstanding shares. Please access Morningstar, Inc.'s 

proxy statement, "Security Ownership of Certain Beneficial Owners and Management" section 

http://investorrelations.morningstar.com/sec.cfm?doctype=Proxy&year=&x=12 

 

× Morningstar, Inc. may provide the product issuer or its related entities with services or products for a fee and on an arms' length 

basis including software products and licenses, research and consulting services, data services, licenses to republish our ratings 

and research in their promotional material, event sponsorship and website advertising. 

 

Further information on Morningstar, Inc.'s conflict of interest policies is available from 

http://global.morningstar.com/equitydisclosures. Also, please note analysts are subject to the CFA Institute's Code of Ethics and 

Standards of Professional Conduct. 

 

For a list of securities which the Equity Research Group currently covers and provides written analysis on please contact your local 

Morningstar office. In addition, for historical analysis of securities covered, including their fair value estimate, please contact your 

local office. 

 

For Recipients in Australia: This Report has been issued and distributed in Australia by Morningstar Australasia Pty. Ltd. (ABN: 

95 090 665 544; ASFL: 240892). Morningstar Australasia Pty. Ltd. is the provider of the general advice ("the Service") and takes 

responsibility for the production of this report. The Service is provided through the research of investment products. To the extent 

the Report contains general advice it has been prepared without reference to an investor's objectives, financial situation or needs. 

Investors should consider the advice in light of these matters and, if applicable, the relevant Product Disclosure Statement before 

making any decision to invest. Refer to our Financial Services Guide, or FSG, for more information at 

http://www.morningstar.com.au/fsg.pdf. 

 

For Recipients in Hong Kong: The Report is distributed by Morningstar Investment Management Asia Limited, which is regulated 

by the Hong Kong Securities and Futures Commission to provide services to professional investors only. Neither Morningstar 
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Investment Management Asia Limited, nor its representatives, are acting or will be deemed to be acting as an investment advisor 

to any recipients of this information unless expressly agreed to by Morningstar Investment Management Asia Limited. For 

enquiries regarding this research, please contact a Morningstar Investment Management Asia Limited Licensed Representative at 

http://global.morningstar.com/equitydisclosures. 

 

For Recipients in India: This Investment Research is issued by Morningstar Investment Adviser India Private Limited. Morningstar 

Investment Adviser India Private Limited is registered with the Securities and Exchange Board of India (Registration number 

INA000001357) and provides investment advice and research. Morningstar Investment Adviser India Private Limited has not been 

the subject of any disciplinary action by SEBI or any other legal/regulatory body. Morningstar Investment Adviser India Private 

Limited is a wholly owned subsidiary of Morningstar Investment Management LLC. In India, Morningstar Investment Adviser India 

Private Limited has one associate, Morningstar India Private Limited, which provides data related services, financial data analysis 

and software development. The Research Analyst has neither served as an officer, director or employee of the fund company 

within the last 12 months, nor has it or its associates engaged in market making activity for the fund company. 

 

*The Conflicts of Interest disclosure above also applies to relatives and associates of Manager Research Analysts in India. The 

Conflicts of Interest disclosure above also applies to associates of Manager Research Analysts in India. The terms and conditions 

on which Morningstar Investment Adviser India Private Limited offers Investment Research to clients, varies from client to client, 

and are detailed in the respective client agreement. 

 

For recipients in Japan: The Report is distributed by Ibbotson Associates Japan, Inc., which is regulated by Financial Services 

Agency. Neither Ibbotson Associates Japan, Inc., nor its representatives, are acting or will be deemed to be acting as an 

investment advisor to any recipients of this information. 

 

For recipients in Singapore: For Institutional Investor audiences only. Recipients of this report should contact their financial 

adviser in Singapore in relation to this report. Morningstar, Inc., and its affiliates, relies on certain exemptions (Financial Advisers 

Regulations, Section 32B and 32C) to provide its investment research to recipients in Singapore. 
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About Morningstar® Institutional Equity ResearchTM 

Morningstar Institutional Equity Research provides independent, fundamental equity research 

differentiated by a consistent focus on sustainable competitive advantages, or Economic Moats. 

 

For More Information 

+1 312 696-6869 

equitysupport@morningstar.com 
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22 West Washington Street 

Chicago, IL 60602 USA 
 

 

©2019 Morningstar. All Rights Reserved. Unless otherwise provided in a separate agreement, you may use this report only in the 

country in which its original distributor is based. The information, data, analyses, and opinions presented herein do not constitute 

investment advice; are provided solely for informational purposes and therefore are not an offer to buy or sell a security; and are 

not warranted to be correct, complete, or accurate. The opinions expressed are as of the date written and are subject to change 

without notice. Except as otherwise required by law, Morningstar shall not be responsible for any trading decisions, damages, or 

other losses resulting from, or related to, the information, data, analyses, or opinions or their use. References to "Morningstar 

Credit Ratings" refer to ratings issued by Morningstar Credit Ratings, LLC, a credit rating agency registered with the Securities and 

Exchange Commission as a nationally recognized statistical rating organization ("NRSRO"). Under its NRSRO registration, 

Morningstar Credit Ratings issues credit ratings on financial institutions (e.g., banks), corporate issuers, and asset-backed 

securities. While Morningstar Credit Ratings issues credit ratings on insurance companies, those ratings are not issued under its 

NRSRO registration. All Morningstar credit ratings and related analysis are solely statements of opinion and not statements of fact 

or recommendations to purchase, hold, or sell any securities or make any other investment decisions. Morningstar credit ratings 

and related analysis should not be considered without an understanding and review of our methodologies, disclaimers, 

disclosures, and other important information found at https://ratingagency.morningstar.com. Investment research is produced and 

issued by subsidiaries of Morningstar, Inc. including, but not limited to, Morningstar Research Services LLC, registered with and 

governed by the U.S. Securities and Exchange Commission. The information contained herein is the proprietary property of 

Morningstar and may not be reproduced, in whole or in part, or used in any manner, without the prior written consent of 

Morningstar. To license the research, call +1 312 696-6869. 
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Business Strategy and Outlook 
Andrew Bischof, CFA, CPA, Sr. Eq. Analyst, 02 May 2019

As the largest nuclear power plant owner in the United
States, Exelon has suffered as low natural gas prices have
slashed power prices since 2008. We think cheap gas will
remain an advantage for competing generators and
pressure nuclear plant returns for the foreseeable future.
But Exelon has shown its political clout recently, winning
subsidies in Illinois, New York, and New Jersey to keep
its nuclear fleet economic.

Exelon's growth engine is its regulated gas and electric
distribution utilities. With the $12 billion acquisition of
Pepco Holdings in March 2016, we expect Exelon's
regulated electric and gas distribution utilities to drive all
of our earnings growth through 2022. By then, the
regulated utilities' earnings should easily top Exelon's
generation earnings, based on current energy market
conditions.

At its nuclear unit, Exelon can't escape its leverage to
Eastern and Midwestern U.S. power prices, which
contribute about half of total earnings. Nuclear's low fuel
costs and clean emission profile make Exelon the utilities
sector's biggest winner if power prices rise, capacity
markets tighten, and environmental regulations make
fossil-fuel power generation more costly. Management
continues to drive costs out of the business. Exelon
forecasts $4.2 billion in costs at the unit in 2022, down
from $4.8 billion in 2018.

Exelon has shown its political clout recently, winning
subsidies in Illinois, New York, and New Jersey to keep
its nuclear fleet economic. To date, Exelon has secured
over $400 million in annual zero emission credits across
these three states.

The next challenge is winning support in Pennsylvania.
What makes Pennsylvania different from Illinois, New
York, and New Jersey is the former's abundance of
in-state natural gas production and generation. Easy
access to low-cost production has kept regional natural
gas prices relatively low over the past several years
questioning the need to prop up nuclear generation.

Important Disclosure:
 The conduct of Morningstar’s analysts is governed by Code of Ethics/Code of Conduct Policy, Personal Security Trading Policy (or an equivalent of),
and Investment Research Policy. For information regarding conflicts of interest, please visit  http://global.morningstar.com/equitydisclosures

Exelon Moves Its Focus Toward Attaining Pennsylvania Support for its
Nuclear Fleet

Bulls Say 

ONuclear power plants run year-round, produce
electricity at low variable costs, and generate large
energy margins, even with currently depressed
power prices.

OHigher natural gas and coal prices, rising
electricity demand, and environmental regulations
help Exelon more than any other utility because of its
large nuclear fleet.

OExelon's regulated utilities have good growth
opportunities and regulation that can support
earnings and dividend growth.

Bears Say 

OExelon's performance in part is driven by volatile
power prices that fluctuate based on natural gas
prices, coal prices, and regional electricity demand.

OThe Constellation and Pepco acquisitions diluted
Exelon's economic moat by adding more no-moat
retail business.

OMany of Exelon's growth projects come with
regulated or contracted returns, reducing shareholders'
leverage to a rebound in power markets.

Morningstar Pillars Analyst Quantitative

Economic Moat Narrow Narrow
Valuation QQQ Fairly Valued
Uncertainty Medium Low
Financial Health — Moderate

Current 5-Yr Avg Sector Country

Price/Quant Fair Value 1.04 1.00 0.89 0.83
Price/Earnings 19.3 16.4 14.8 20.1
Forward P/E 14.8 — 13.7 13.9
Price/Cash Flow 5.5 4.7 6.5 13.1
Price/Free Cash Flow 75.1 86.3 13.1 19.5
Trailing Dividend Yield% 3.05 3.55 3.68 2.35

However, nuclear generation in Pennsylvania still
accounts for 39% of the state's electricity, and additional
retirements would require a larger ramp-up in natural gas.
This would hurt the state's ability to hit lower carbon
targets.

Analyst Note 
Andrew Bischof, CFA, CPA, Sr. Eq. Analyst, 02 May 2019

We are reaffirming our $43 fair value estimate and our
narrow moat and stable moat trend ratings for Exelon after
the company announced adjusted first-quarter earnings
per share of $0.87, down from $0.96 in the same year-ago
period. Management reaffirmed 2019 EPS guidance range
of $3.00-$3.30, consistent with our full-year expectation.

Exelon has a strong track record of lobbying and securing
support for its economically challenged nuclear fleet. In
New Jersey, the Board of Public Utilities voted 4-1 to
award zero emission credits, or ZECs, to its partially owned
Salem nuclear plant, with the first payment to be received
in August. The award is for three years, plus a stub year.
To date, Exelon is three-for-three, securing over $400
million in annual zero emission credits in Illinois, New
Jersey, and New York.

The next challenge for Exelon is Pennsylvania, where
legislation HB11 and SB510 propose to amend the
Pennsylvania Alternative Portfolio Standard to include
nuclear. All Exelon's nuclear generation in Pennyslvania
would be eligible for the proposed $6.08-$7.90/MWh
subsidy. The subsidy could add up to $2 per share to our
fair value estimate, but we think the legislation is too
uncertain to incorporate in our fair value estimate for now.

Pennsylvania's abundance of low-cost in-state natural gas
production and generation makes it different from Illinois,
New York, and New Jersey. Plentiful, low-cost gas has
opponents challenging the need to prop up nuclear.
However, nuclear generation still provides 39% of the
state's electricity, on average. Generation retirements
would require more gas use, which would make it more
difficult for the state to hit lower carbon targets.

For the quarter, Exelon Generation earnings suffered from

Source: Morningstar Equity Research

Source: Morningstar

Undervalued Fairly Valued Overvalued

Quantitative Valuation
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lower realized energy prices and timing of zero emission
credit revenue. Exelon's regulated businesses continue to
perform well. Rolling 12-month earned returns ticked up
to 10.2% from 9.5% last quarter.

Economic Moat 
Andrew Bischof, Sr. Eq. Analyst, 02 May 2019

Considering Exelon's full suite of businesses, we think the
firm has a narrow economic moat.

Most nuclear generation still has moaty characteristics,
with returns on capital above costs of capital for the
foreseeable future. However, the spread between
long-term returns on capital and Exelon's cost of capital
has shrunk, based on our midcycle outlook for power
prices in the Eastern U.S. Exelon's increasing
diversification into narrow- and no-moat businesses,
together with the shrinking returns at its nuclear
generation business, supports our narrow moat rating.

Nuclear generation's moaty economics are based on two
primary competitive advantages. First, nuclear plants take
more than seven years to site and build, cost several billion
dollars, and typically face community opposition. These
are significant barriers to entry, giving operators an
effective low-cost monopoly in a given region. Exelon's
large fleet gives it scale advantages that allow it to add
capacity at its plants at a fraction of the cost and risk of
a greenfield project. It is unlikely a competitor would be
able to earn sufficient returns on capital by building a
nuclear plant in close proximity to any of Exelon's plants.

Second, no other reliable power generation source can
match the scale of a nuclear plant. Nuclear plants' low
variable costs and low greenhouse gas emissions relative
to competing fossil fuel power generation sources, such
as coal and natural gas. Renewable energy, with
effectively no marginal costs, has depressed wholesale
power prices and hurt Exelon's returns on capital in some
of its regions. We believe this is a market distortion that
fails to recognize the value of Exelon's nuclear fleet
reliability relative to intermittent renewable energy. State
policy and legislation particularly in Illinois, New Jersey

Close Competitors Currency (Mil) Market Cap TTM Sales Operating Margin TTM/PE

Public Service Enterprise Group Inc PEG USD 30,012 9,858 22.84 19.08

FirstEnergy Corp FE USD 23,210 11,282 21.33 19.57

Entergy Corp ETR USD 20,762 10,895 8.72 20.04

and New York have recognized some of that
zero-emissions power from nuclear plants.

We believe Exelon's regulated distribution utilities have
narrow economic moats. Regulatory caps on profits
offsets the service territory monopolies and network
efficient scale advantages. Utility regulation in the U.S.
aims to fix customer rates at levels that ensure capital
providers earn fair returns on their investments while
keeping customer costs as low as possible. We believe
this regulatory compact ensures Exelon's utilities will earn
greater than their costs of capital in the long run.

We believe Exelon's retail supply business has no
economic moat. Retail power and gas markets are highly
competitive with virtually no barriers to entry, switching
costs, or product differentiation. Although customer
relationships can be sticky, retailers mostly end up
competing on price.

Fair Value & Profit Drivers 
Andrew Bischof, Sr. Eq. Analyst, 02 May 2019

We are maintaining our $43 per share fair value estimate
after Exelon reported first-quarter earnings that were in
line with our expectations.

We expect earnings growth at the regulated utilities to
drive 6% consolidated annual earnings growth through
2022 on a normalized tax rate basis.Our forecasts show
Exelon's regulated utilities contributing about 60% of
consolidated earnings in 2019, a trend we forecast to
continue as Exelon directs cash flow generated by its
nuclear fleet toward its regulated operations. We assume
the regulated utilities earn 10% returns on equity and grow
their rate bases nearly 8% annually on average in 2019-22.

On a midcycle basis, we assume a $3 per million Btu
midcycle Henry Hub gas price and modest market heat
rate improvement above current 2020 forwards in all
regions.

At the retail business, we assume 20% long-term
normalized gross margins and volume that grows to 267
terawatt-hours by 2022.

We assume a 9% cost of equity and a 7.0% cost of capital.
Our cost of equity assumption is in line with the 9% rate
of return that we expect investors to demand of a
diversified equity portfolio. A 2.25% long-term inflation
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outlook underpins our capital cost assumptions.

Risk & Uncertainty 
Andrew Bischof, Sr. Eq. Analyst, 02 May 2019

Investors should consider turning their attention away
from power markets and more toward regulatory
developments in Illinois, Pennsylvania, and the
Mid-Atlantic coastal states.

As Exelon's regulated utilities generate a greater share
of earnings, shareholders' returns will be more exposed
to state and federal regulatory risk. Illinois and Maryland
are two historically tough regulatory environments, and
punitive rate decisions could have a material impact on
earnings and growth. However, Exelon has done a solid
job developing good regulatory relationships that mitigate
some of this risk. We expect Exelon will be able to
maintain solid--albeit not spectacular--returns at its
regulated utilities.

Exelon's biggest threat used to be political developments
that would reregulate competitive electricity markets in
the Midwest and Mid-Atlantic. As the nation's largest
wholesale generator and retail supplier, Exelon
Generation's competitive edge requires Eastern U.S.
power markets to remain deregulated. However, Exelon's
political savvy, particularly in Illinois, New York, and New
Jersey, now limits the impact from volatile power markets
on earnings and long-term value. We expect most of the
nuclear fleet is earning returns in the range of what might
be available in a fully regulated scheme.

Exelon still has a net long position in the power markets,
so sharp increases in power prices would result in an
earnings windfall for its generation fleet. This could
reverse the current outlook, leading Exelon to pull back
its lobbying efforts while drawing reregulation rhetoric
from regulators and politicians. Exelon previously suffered
from politically inspired power price caps that limited its
profits for several years following deregulation. We think
the now-mature deregulated markets make this unlikely,
but regulators remain highly involved in power markets,
and any regulatory changes will probably have a material
positive or negative impact on Exelon, given its size.

Stewardship 
Andrew Bischof, Sr. Eq. Analyst, 02 May 2019

We assign Exelon's management team a Standard
stewardship rating. The company has done a notable job

reducing its exposure to commodity markets, which it can't
control, and focusing on business lines where it can control
how earnings develop.

We're particularly impressed by management's ability to
operate its nuclear fleet at world-class levels. We're also
impressed by management's political lobbying
success--particularly in New York, Illinois, and New
Jersey--to extend the lives of its distressed nuclear plants.
Management now turns their attention toward winning
subsidies for their plants in Pennsylvania. We think this
will be more difficult in the natural gas heavy region.

Operational excellence and public policy lobbying are two
things management can control and preserves the
value-creation opportunities if power prices rise.
President and CEO Chris Crane led the generation segment
to world-class results in his five years as COO. Exelon's
nuclear capacity factors routinely approach 94% across
its nuclear fleet. The rest of the nuclear industry averages
in the mid-80% range.

Management has also been able to score legislative wins
that should improve the regulatory environment in
Delaware and Pennsylvania. In Delaware, legislators
approved a distribution customer charge that will allow
for more timely recovery and support further infrastructure
development. In Pennsylvania, legislation will allow state
regulators to incorporate more constructive rate
mechanisms, such as decoupling, formula rates, and
multiyear rate plans and rate cases.

Crane and board chairman Mayo Shattuck III have focused
growth investment on the regulated utilities, continuing a
strategic shift that former CEO and chairman John Rowe
made before his departure in 2013. Crane's biggest move
so far is the $12 billion (including debt) Pepco acquisition,
which closed in 2016. This increases Exelon's share of
regulated utilities earnings and dilutes shareholders'
aggregate exposure to wholesale power markets.
Management showed strong conviction in the value of the
deal based on nearly two years of regulatory negotiations.

Morningstar Equity Analyst Report |Page 3 of 13

Exelon Corp   EXC   (XNYS)
Morningstar Rating Last Price Fair Value Estimate Price/Fair Value Trailing Dividend Yield % Forward Dividend Yield % Market Cap (Bil) Industry Stewardship

24 Jul 2019
21:44, UTC

24 Jul 2019 12 Feb 2019
22:52, UTC

24 Jul 2019 24 Jul 2019 24 Jul 2019
QQQ 45.48 USD 43.00 USD 1.06 3.05 3.19 44.16 Utilities - Diversified Standard

© Morningstar 2019. All Rights Reserved. Unless otherwise provided in a separate agreement, you may use this report only in the country in which its original distributor is based. The information, data, analyses and opinions presented herein do not constitute investment advice; are provided
solely for informational purposes and therefore are not an offer to buy or sell a security; and are not warranted to be correct, complete or accurate. The opinions expressed are as of the date written and are subject to change without notice. Except as otherwise required by law, Morningstar shall
not be responsible for any trading decisions, damages or other losses resulting from, or related to, the information, data, analyses or opinions or their use. The information contained herein is the proprietary property of Morningstar and may not be reproduced, in whole or in part, or used in any
manner, without the prior written consent of Morningstar. Investment research is produced and issued by subsidiaries of Morningstar, Inc. including, but not limited to, Morningstar Research Services LLC, registered with and governed by the U.S. Securities and Exchange Commission. To order
reprints, call +1 312-696-6100. To license the research, call +1 312-696-6869. Please see important disclosures at the end of this report.

?
407

Attachment SDR-ROR-10(c)
407 of 587



Analyst Notes Archive

Exelon's Utilities Perform Well, but Generation
Continues to Concern Us
Andrew Bischof, Sr. Eq. Analyst, 08 February 2019

We are reaffirming our $40 fair value estimate and narrow
moat and stable moat trend ratings for Exelon after the
company announced adjusted full-year 2018 earnings per
share of $3.12, up from $2.62 in 2017. Management
initiated 2019 EPS guidance of $3.00-$3.30, consistent
with our expectations.

Zero-emission credit revenue was a large benefit for
Exelon in 2018, boosting earnings by $0.35 per share.
Exelon has cleared legal challenges in Illinois and New
York, and we expect any future efforts to challenge the
credits to be unsuccessful. Approved ZEC revenue in New
Jersey will help 2019 earnings. We don't forecast Exelon
being successful in securing zero-emission credits in
Pennsylvania.

Our main concern rests with Exelon's generation that isn't
receiving support. Weak forward power prices are a
material headwind for Exelon. Total forecast gross margin
drops to $7.15 billion in 2021 from $7.65 billion in 2019.
Exelon also has taken a relatively aggressive hedging
approach, increasing the potential upside as well as
downside to volatile commodity prices. We do like
management's efforts to deleverage its balance sheet and
use cash flow from generation to invest in its regulated
units. Management continues to manage costs at the unit
well.

Exelon's regulated businesses continue to perform well.
Management has driven meaningful operational
improvement from its acquired utility assets, and we think
this has been a significant driver in the improved
regulatory treatment in the region. Numerous riders and
formula rates have reduced regulatory lag, which is a
positive, given Exelon's large capital program. Rolling
12-month earned returns ticked up to 9.7% from 9.5% in
the year-ago period.

Public Service Enterprise, Exelon Nuclear Plants
Rise From Dead After Winning New Jersey
Subsidies
Travis Miller, Strategist, 18 April 2019

We are reaffirming our $48 per share fair value estimate

for Public Service Enterprise Group and $43 per share fair
value estimate for Exelon after New Jersey regulators
selected the Salem and Hope Creek nuclear plants to
receive state subsidies. We are also reaffirming our
narrow moat and stable moat trends for both companies.

We expect the companies, which share ownership of
Salem, to withdraw the deactivation notice they filed with
the mid-Atlantic region grid operator, PJM, on April 16.
The filing said they planned to close the plants by fall 2020,
which would have led us to cut our fair value estimates.
We already assumed the plants would receive the
subsidies and continue operating, so there is no impact
on our fair value estimates.

The decision comes one year after New Jersey Governor
Phil Murphy signed legislation directing regulators to
identify facilities that are most important to supporting
the state's emissions-reduction goals. Nuclear plays an
important role in decreasing the state's carbon emissions.

We expect the nuclear subsidies to generate $200 million
of incremental annual pretax profits for the firm,
representing 10% of our consolidated pretax earnings
starting later this year. However, we expect the subsidies
to contribute to depress future PJM capacity prices. We
forecast mostly flat PJM capacity revenue for its
fossil-fuel fleet between 2019-23.

For Exelon, we expect the subsidies to generate roughly
$85 million of additional revenue absent any changes in
PJM capacity pricing. Exelon continues to work on
attaining subsidies in Pennsylvania.

We expect the subsidies will survive any legal challenges.
The U.S. Supreme Court on April 15 declined to accept
lawsuits challenging similar nuclear subsidies in Illinois
and New York. Lower court ruled in favor of the subsidies.
We are awaiting guidance from the Federal Energy
Regulatory Commission on how PJM should adjust its
capacity and energy market pricing to account for the
subsidies.

 Exelon Keeps Winning the Nuclear Fight, Reports
First-Quarter Earnings
Andrew Bischof, Sr. Eq. Analyst, 02 May 2019

We are reaffirming our $43 fair value estimate and our
narrow moat and stable moat trend ratings for Exelon after
the company announced adjusted first-quarter earnings
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per share of $0.87, down from $0.96 in the same year-ago
period. Management reaffirmed 2019 EPS guidance range
of $3.00-$3.30, consistent with our full-year expectation.

Exelon has a strong track record of lobbying and securing
support for its economically challenged nuclear fleet. In
New Jersey, the Board of Public Utilities voted 4-1 to
award zero emission credits, or ZECs, to its partially
owned Salem nuclear plant, with the first payment to be
received in August. The award is for three years, plus a
stub year. To date, Exelon is three-for-three, securing over
$400 million in annual zero emission credits in Illinois,
New Jersey, and New York.

The next challenge for Exelon is Pennsylvania, where
legislation HB11 and SB510 propose to amend the
Pennsylvania Alternative Portfolio Standard to include
nuclear. All Exelon's nuclear generation in Pennyslvania
would be eligible for the proposed $6.08-$7.90/MWh
subsidy. The subsidy could add up to $2 per share to our
fair value estimate, but we think the legislation is too
uncertain to incorporate in our fair value estimate for now.

Pennsylvania's abundance of low-cost in-state natural
gas production and generation makes it different from
Illinois, New York, and New Jersey. Plentiful, low-cost
gas has opponents challenging the need to prop up
nuclear. However, nuclear generation still provides 39%
of the state's electricity, on average. Generation
retirements would require more gas use, which would
make it more difficult for the state to hit lower carbon
targets.

For the quarter, Exelon Generation earnings suffered from
lower realized energy prices and timing of zero emission
credit revenue. Exelon's regulated businesses continue to
perform well. Rolling 12-month earned returns ticked up
to 10.2% from 9.5% last quarter.

Morningstar Equity Analyst Report |Page 5 of 13

Exelon Corp   EXC   (XNYS)
Morningstar Rating Last Price Fair Value Estimate Price/Fair Value Trailing Dividend Yield % Forward Dividend Yield % Market Cap (Bil) Industry Stewardship

24 Jul 2019
21:44, UTC

24 Jul 2019 12 Feb 2019
22:52, UTC

24 Jul 2019 24 Jul 2019 24 Jul 2019
QQQ 45.48 USD 43.00 USD 1.06 3.05 3.19 44.16 Utilities - Diversified Standard

© Morningstar 2019. All Rights Reserved. Unless otherwise provided in a separate agreement, you may use this report only in the country in which its original distributor is based. The information, data, analyses and opinions presented herein do not constitute investment advice; are provided
solely for informational purposes and therefore are not an offer to buy or sell a security; and are not warranted to be correct, complete or accurate. The opinions expressed are as of the date written and are subject to change without notice. Except as otherwise required by law, Morningstar shall
not be responsible for any trading decisions, damages or other losses resulting from, or related to, the information, data, analyses or opinions or their use. The information contained herein is the proprietary property of Morningstar and may not be reproduced, in whole or in part, or used in any
manner, without the prior written consent of Morningstar. Investment research is produced and issued by subsidiaries of Morningstar, Inc. including, but not limited to, Morningstar Research Services LLC, registered with and governed by the U.S. Securities and Exchange Commission. To order
reprints, call +1 312-696-6100. To license the research, call +1 312-696-6869. Please see important disclosures at the end of this report.

?
409

Attachment SDR-ROR-10(c)
409 of 587
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Company Profile
Exelon serves more customers than any other U.S. utility, with
10 million power and gas customers at its six regulated
utilities in Illinois, Pennsylvania, Maryland, New Jersey,
Delaware, and Washington, D.C. Exelon owns 14 nuclear
plants and 32 gigawatts of generation capacity throughout
North America.

Quantitative Scores Scores

All Rel Sector Rel Country

Quantitative Moat Narrow 96 95 93
Valuation Fairly Valued 10 19 14
Quantitative Uncertainty Low 100 100 100
Financial Health Moderate 80 67 80

Source: Morningstar Equity Research

fUSA

EXC

 Undervalued  Fairly Valued Overvalued 

Valuation
Current 5-Yr Avg

Sector
Median

Country
Median

Price/Quant Fair Value 1.04 1.00 0.89 0.83
Price/Earnings 19.3 16.4 14.8 20.1
Forward P/E 14.8 — 13.7 13.9
Price/Cash Flow 5.5 4.7 6.5 13.1
Price/Free Cash Flow 75.1 86.3 13.1 19.5
Trailing Dividend Yield % 3.05 3.55 3.68 2.35
Price/Book 1.4 1.3 1.4 2.4
Price/Sales 1.3 1.1 1.4 2.4

Profitability
Current 5-Yr Avg

Sector
Median

Country
Median

Return on Equity % 7.6 8.2 9.8 12.9
Return on Assets % 2.0 2.1 3.3 5.2
Revenue/Employee (Mil) 1.1 1.0 1.3 0.3

Financial Health
Current 5-Yr Avg

Sector
Median

Country
Median

Distance to Default 0.7 0.6 0.6 0.5
Solvency Score 640.6 — 584.9 552.4
Assets/Equity 3.9 4.0 2.6 1.7
Long-Term Debt/Equity 1.1 1.1 0.7 0.4

Price vs. Quantitative Fair Value

12

24

36

48

60

2015 2016 2017 2018 2019 2020 Quantitative Fair Value Estimate
Total Return
Sales/Share
Forecast Range
Forcasted Price
Dividend
Split

Momentum: Neutral
Standard Deviation: 13.80
Liquidity: High

41.65 52-Wk 51.18

25.09 5-Yr 51.18

-21.8 32.4 14.7 17.9 2.5 Total Return %
-22.5 19.9 -6.7 23.0 -19.0 +/– Market (Morningstar US Index)
4.47 3.56 3.32 3.06 3.05 Trailing Dividend Yield %
4.47 3.58 3.32 3.06 3.13 Forward Dividend Yield %
12.4 26.9 17.7 11.7 19.3 Price/Earnings

0.8 1.1 1.1 1.2 1.3 Price/Revenue

Morningstar RatingQ

Q
QQ
QQQ
QQQQ
QQQQQ

2014 2015 2016 2017 2018 TTM Financials (Fiscal Year in Mil)
27,429 29,447 31,360 33,531 35,985 35,769 Revenue

10.2 7.4 6.5 6.9 7.3 -0.6  % Change

2,390 4,391 3,160 3,811 3,842 4,012 Operating Income
-34.4 83.7 -28.0 20.6 0.8 4.4  % Change
1,623 2,269 1,134 3,770 2,010 2,332 Net Income

4,457 7,616 8,445 7,480 8,644 8,186 Operating Cash Flow
-6,077 -7,624 -8,553 -7,584 -7,594 -7,587 Capital Spending
-1,620 -8 -108 -104 1,050 599 Free Cash Flow

-5.9 0.0 -0.3 -0.3 2.9 1.7  % Sales

1.88 2.54 1.22 3.97 2.07 2.40 EPS
-6.0 35.1 -52.0 225.4 -47.9 15.9  % Change

-0.03 -1.04 0.82 -1.05 0.99 0.62 Free Cash Flow/Share

1.24 1.24 1.26 1.31 1.38 1.40 Dividends/Share
27.44 28.01 28.17 29.18 32.05 32.30 Book Value/Share

860,000 920,000 924,000 963,000 968,000 970,955 Shares Outstanding (K)

Profitability
7.2 9.4 4.4 13.5 6.6 7.6 Return on Equity %
2.0 2.5 1.1 3.3 1.7 2.0 Return on Assets %
5.9 7.7 3.6 11.2 5.6 6.5 Net Margin %

0.33 0.32 0.30 0.29 0.30 0.30 Asset Turnover
3.8 3.7 4.4 3.9 3.9 3.9 Financial Leverage

21.4 27.3 27.7 27.9 27.7 28.3 Gross Margin %
8.7 14.9 10.1 11.4 10.7 11.2 Operating Margin %

20,010 24,286 32,216 32,565 34,465 33,350 Long-Term Debt

22,608 25,793 25,837 29,857 30,764 31,357 Total Equity
0.6 0.5 0.5 0.5 0.5 0.5 Fixed Asset Turns

Growth Per Share
1-Year 3-Year 5-Year 10-Year

Revenue % 7.2 6.9 7.7 6.7
Operating Income % -2.6 -4.4 1.1 -3.2
Earnings % -48.1 -6.6 0.7 -6.6
Dividends % 5.3 3.6 -1.1 -3.8
Book Value % 2.4 4.3 3.7 6.6
Stock Total Return % 12.6 9.8 10.3 1.2

Quarterly Revenue & EPS
Revenue (Mil) Mar Jun Sep Dec Total
2019 9,477.0 — — — —
2018 9,693.0 8,076.0 9,403.0 8,815.0 35,985.0
2017 8,757.0 7,623.0 8,769.0 8,382.0 33,531.0
2016 7,573.0 6,910.0 9,002.0 7,874.0 31,360.0
Earnings Per Share ()
2019 0.93 — — — —
2018 0.60 0.56 0.76 0.16 2.07
2017 1.07 0.09 0.85 1.94 3.97
2016 0.19 0.29 0.53 0.22 1.22

Revenue Growth Year On Year %

15.6

10.3

-2.6

6.5

10.7

5.9 7.2
5.2

-2.2

2017 2018 2019
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Research Methodology for Valuing Companies 

 

Qualitative Equity Research Overview  

At the heart of our valuation system is a detailed projection 

of a company's future cash flows, resulting from our 

analysts' research. Analysts create custom industry and 

company assumptions to feed income statement, balance 

sheet, and capital investment assumptions into our globally 

standardized, proprietary discounted cash flow, or DCF, 

modeling templates. We use scenario analysis, in-depth 

competitive advantage analysis, and a variety of other 

analytical tools to augment this process. We believe this 

bottom-up, long-term, fundamentally based approach 

allows our analysts to focus on long-term business drivers, 

which have the greatest valuation impact, rather than short-

term market noise.  

 

Morningstar's equity research group (“we," "our") believes 

that a company's intrinsic worth results from the future 

cash flows it can generate. The Morningstar Rating for 

stocks identifies stocks trading at an uncertainty-adjusted 

discount or premium to their intrinsic worth—or fair value 

estimate, in Morningstar terminology. Five-star stocks sell 

for the biggest risk-adjusted discount to their fair values 

whereas 1-star stocks trade at premiums to their intrinsic 

worth. 

 

Four key components drive the Morningstar rating: (1) our 

assessment of the firm's economic moat, (2) our estimate of 

the stock's fair value, (3) our uncertainty around that fair 

value estimate and (4) the current market price. This 

process ultimately culminates in our single-point star rating. 

 

1. Economic Moat 

The concept of an economic moat plays a vital role not 

only in our qualitative assessment of a firm's long-term 

investment potential, but also in the actual calculation 

of our fair value estimates. An economic moat is a  

structural feature that allows a firm to sustain excess 

profits over a long period of time. We define excess 

economic profits as returns on invested capital (or ROIC) 

over and above our estimate of a firm's cost of capital, 

or weighted average cost of capital (or WACC). Without 

a moat, profits are more susceptible to competition. We 

have identified five sources of economic moats: 

intangible assets, switching costs, network effect, cost 

advantage, and efficient scale. 

 

Companies with a narrow moat are those we believe 

are more likely than not to achieve normalized excess 

returns for at least the next 10 years. Wide-moat 

companies are those in which we have very high 

confidence that excess returns will remain for 10 years, 

with excess returns more likely than not to remain for at 

least 20 years. The longer a firm generates economic 

profits, the higher its intrinsic value. We believe low-

quality no-moat companies will see their normalized 

returns gravitate toward the firm's cost of capital more 

quickly than companies with moats.  

 

To assess the direction of the underlying competitive 

advantages, analysts perform ongoing assessments of 

the moat trend. A firm's moat trend is positive in cases 

where we think its sources of competitive advantage 

are growing stronger; stable where we don't anticipate 

changes to competitive advantages over the next 

several years; or negative when we see signs of 

deterioration. 

 

All the moat and moat trend ratings undergo periodic 

review and any changes must be approved by the 

Morningstar Economic Moat Committee, comprised of 

senior members of Morningstar's equity research 

department. 

 

2. Estimated Fair Value 

Combining our analysts' financial forecasts with the 

firm's economic moat helps us assess how long returns 

on invested capital are likely to exceed the firm's cost of 

capital. Returns of firms with a wide economic moat 

rating are assumed to fade to the perpetuity period over 

a longer period of time than the returns of narrow-moat 

firms, and both will fade slower than no-moat firms, 

increasing our estimate of their intrinsic value.  

 

Our model is divided into three distinct stages: 

 

Stage I: Explicit Forecast  

In this stage, which can last five to 10 years, analysts 

make full financial statement forecasts, including items 

such as revenue, profit margins, tax rates, changes in 

working-capital accounts, and capital spending. Based 

on these projections, we calculate earnings before 

interest, after taxes, or EBI, and the net new 

investment, or NNI, to derive our annual free cash flow 

forecast.  

 

Stage II: Fade  

The second stage of our model is the period it will take 

the company's return on new invested capital—the 

return on capital of the next dollar invested ("RONIC")—

to decline (or rise) to its cost of capital. During the Stage 

II period, we use a formula to approximate cash flows in 

lieu of explicitly modeling the income statement, 

balance sheet, and cash flow statement as we do in 

Stage I. The length of the second stage depends on the 

strength of the company's economic moat. We forecast 

this period to last anywhere from one year (for 

companies with no economic moat) to 10–15 years or 

more (for wide-moat companies). During this period, 

cash flows are forecast using four assumptions: an 

average growth rate for EBI over the period, a 

normalized investment rate, average return on new 

invested capital, or RONIC, and the number of years 

until perpetuity, when excess returns cease. The 

investment rate and return on new invested capital 

decline until the perpetuity stage is reached. In the case 

of firms that do not earn their cost of capital, we 

assume marginal ROICs rise to the firm's cost of capital 

(usually attributable to less reinvestment), and we may 

truncate the second stage.  

 

Stage III: Perpetuity 

Once a company's marginal ROIC hits its cost of capital, 

we calculate a continuing value, using a standard 

perpetuity formula. At perpetuity, we assume that any 

growth or decline or investment in the business neither 

creates nor destroys value and that any new investment 

provides a return in line with estimated WACC. 

 

Because a dollar earned today is worth more than a 

dollar earned tomorrow, we discount our projections of 

cash flows in stages I, II, and III to arrive at a total 

present value of expected future cash flows. Because we 

are modeling free cash flow to the firm—representing cash 

available to provide a return to all capital providers—we 

discount future cash flows using the WACC, which is a 

weighted average of the costs of equity, debt, and preferred 

stock (and any other funding sources), using expected 

future proportionate long-term market-value weights. 

Morningstar Research Methodology for Valuing Companies 
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Research Methodology for Valuing Companies 

 

3. Uncertainty Around That Fair Value Estimate 

Morningstar's Uncertainty Rating captures a range of likely 

potential intrinsic values for a company and uses it to 

assign the margin of safety required before investing, which 

in turn explicitly drives our stock star rating system. The 

Uncertainty Rating represents the analysts' ability to bound 

the estimated value of the shares in a company around the 

fair value estimate, based on the characteristics of the 

business underlying the stock, including operating and 

financial leverage, sales sensitivity to the overall 

economy, product concentration, pricing power, and 

other company-specific factors.  

 

Analysts consider at least two scenarios in addition to 

their base case: a bull case and a bear case. 

Assumptions are chosen such that the analyst believes 

there is a 25% probability that the company will perform 

better than the bull case, and a 25% probability that the 

company will perform worse than the bear case. The 

distance between the bull and bear cases is an 

important indicator of the uncertainty underlying the 

fair value estimate.  

 

Our recommended margin of safety widens as our 

uncertainty of the estimated value of the equity 

increases. The more uncertain we are about the 

estimated value of the equity, the greater the discount 

we require relative to our estimate of the value of the 

firm before we would recommend the purchase of the 

shares. In addition, the uncertainty rating provides 

guidance in portfolio construction based on risk 

tolerance. 

 

Our uncertainty ratings for our qualitative analysis are 

low, medium, high, very high, and extreme. 

 

× Low–margin of safety for 5-star rating is a 20% discount 

and for 1-star rating is 25% premium. 

× Medium–margin of safety for 5-star rating is a 30% 

discount and for 1-star rating is 35% premium. 

× High–margin of safety for 5-star rating is a 40% discount 

and for 1-star rating is 55% premium. 

× Very High–margin of safety for 5-star rating is a 50% 

discount and for 1-star rating is 75% premium. 

× Extreme–margin of safety for 5-star rating is a 75% 

discount and for 1-star rating is 300% premium. 

 

4. Market Price 

The market prices used in this analysis and noted in the 

report come from exchange on which the stock is listed, 

which we believe is a reliable source. 

 

For more details about our methodology, please go to 

https://shareholders.morningstar.com. 

 

 Morningstar Star Rating for Stocks 

Once we determine the fair value estimate of a stock, we 

compare it with the stock's current market price on a daily 

basis, and the star rating is automatically re-calculated at 

the market close on every day the market on which the 

stock is listed is open.  

Please note, there is no predefined distribution of stars. 

That is, the percentage of stocks that earn 5 stars can 

fluctuate daily, so the star ratings, in the aggregate, can 

serve as a gauge of the broader market's valuation. When 

there are many 5-star stocks, the stock market as a whole is 

more undervalued, in our opinion, than when very few 

companies garner our highest rating.  

 

We expect that if our base-case assumptions are true the 

market price will converge on our fair value estimate over 

time, generally within three years (although it is impossible 

to predict the exact time frame in which market prices may 

adjust).  

 

Our star ratings are guideposts to a broad audience and 

individuals must consider their own specific investment 

goals, risk tolerance, tax situation, time horizon, income 

needs, and complete investment portfolio, among other 

factors.  

The Morningstar Star Ratings for stocks are defined below: 

 

QQQQQ We believe appreciation beyond a fair risk-

adjusted return is highly likely over a multiyear time frame. 

The current market price represents an excessively 

pessimistic outlook, limiting downside risk and maximizing 

upside potential.  

 

QQQQ We believe appreciation beyond a fair risk-

adjusted return is likely.  

 

QQQ Indicates our belief that investors are likely to 

receive a fair risk-adjusted return (approximately cost of 

equity). 

 

QQ We believe investors are likely to receive a less than 

fair risk-adjusted return.  

 

Q Indicates a high probability of undesirable risk-adjusted 

returns from the current market price over a multiyear time 

frame, based on our analysis. The market is pricing in an 

excessively optimistic outlook, limiting upside potential and 

leaving the investor exposed to Capital loss.  

 Morningstar Equity Research Star Rating Methodology 
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Research Methodology for Valuing Companies 

 

Other Definitions 

 

Last Price: Price of the stock as of the close of the market 

of the last trading day before date of the report. 

 

Stewardship Rating: Represents our assessment of 

management's stewardship of shareholder capital, with 

particular emphasis on capital allocation decisions. Analysts 

consider companies' investment strategy and valuation, 

financial leverage, dividend and share buyback policies, 

execution, compensation, related party transactions, and 

accounting practices. Corporate governance practices are 

only considered if they've had a demonstrated impact on 

shareholder value. Analysts assign one of three ratings: 

"Exemplary," "Standard," and "Poor." Analysts judge 

stewardship from an equity holder's perspective. Ratings 

are determined on an absolute basis. Most companies will 

receive a Standard rating, and this is the default rating in 

the absence of evidence that managers have made 

exceptionally strong or poor capital allocation decisions. 

 

Quantitative Valuation: Using the below terms, intended to 

denote the relationship between the security's Last Price 

and Morningstar's quantitative fair value estimate for that 

security. 

 

× Undervalued: Last Price is below Morningstar's 

quantitative fair value estimate. 

× Fairly Valued: Last Price is in line with Morningstar's 

quantitative fair value estimate. 

× Overvalued: Last Price is above Morningstar's 

quantitative fair value estimate. 

 

Risk Warning 

Please note that investments in securities are subject to 

market and other risks and there is no assurance or 

guarantee that the intended investment objectives will be 

achieved. Past performance of a security may or may not be 

sustained in future and is no indication of future 

performance. A security investment return and an investor's 

principal value will fluctuate so that, when redeemed, an 

investor's shares may be worth more or less than their 

original cost. A security's current investment performance 

may be lower or higher than the investment performance 

noted within the report. Morningstar's Uncertainty Rating 

serves as a useful data point with respect to sensitivity 

analysis of the assumptions used in our determining a fair 

value price.  

 

Quantitative Equity Reports Overview 

The quantitative report on equities consists of data, 

statistics and quantitative equity ratings on equity 

securities. Morningstar, Inc.'s quantitative equity ratings are 

forward looking and are generated by a statistical model 

that is based on Morningstar Inc.'s analyst-driven equity 

ratings and quantitative statistics. Given the nature of the 

quantitative report and the quantitative ratings, there is no 

one analyst in which a given report is attributed to; 

however, Mr. Lee Davidson, Head of Quantitative Research 

for Morningstar, Inc., is responsible for overseeing the 

methodology that supports the quantitative equity ratings 

used in this report. As an employee of Morningstar, Inc., 

Mr. Davidson is guided by Morningstar, Inc.'s Code of Ethics 

and Personal Securities Trading Policy in carrying out his 

responsibilities. 

 

Quantitative Equity Ratings 

Morningstar's quantitative equity ratings consist of: 

(i)  Quantitative Fair Value Estimate  

(ii)  Quantitative Star Rating 

(iii)  Quantitative Uncertainty  

(iv)  Quantitative Economic Moat  

(v)  Quantitative Financial Health  

(collectively the "Quantitative Ratings"). 

 

The Quantitative Ratings are calculated daily and derived 

from the analyst-driven ratings of a company's peers as 

determined by statistical algorithms. Morningstar, Inc. 

("“Morningstar," "we," "our") calculates Quantitative 

Ratings for companies whether it already provides analyst 

ratings and qualitative coverage. In some cases, the 

Quantitative Ratings may differ from the analyst ratings 

because a company's analyst-driven ratings can 

significantly differ from other companies in its peer group. 

 

Quantitative Fair Value Estimate: Intended to represent 

Morningstar's estimate of the per share dollar amount that 

a company's equity is worth today. Morningstar calculates 

the quantitative fair value estimate using a statistical model 

derived from the fair value estimate Morningstar's equity 

analysts assign to companies. Please go to 

https://shareholders.morningstar.com for information about 

fair value estimates Morningstar's equity analysts assign to 

companies. 

 

Quantitative Economic Moat: Intended to describe the 

strength of a firm's competitive position. It is calculated 

using an algorithm designed to predict the Economic Moat 

rating a Morningstar analyst would assign to the stock. The 

rating is expressed as Narrow, Wide, or None. 

 

× Narrow: assigned when the probability of a stock 

receiving a "Wide Moat" rating by an analyst is greater 

than 70% but less than 99%.  

× Wide: assigned when the probability of a stock receiving 

a "Wide Moat" rating by an analyst is greater than 99%. 

× None: assigned when the probability of an analyst 

receiving a "Wide Moat" rating by an analyst is less than 

70%. 

 

Quantitative Star Rating: Intended to be the summary 

rating based on the combination of our Quantitative Fair 

Value Estimate, current market price, and the Quantitative 

Uncertainty Rating. The rating is expressed as 1-Star, 2-Star, 

3-Star, 4-Star, and 5-Star. 

 

Q: the stock is overvalued with a reasonable margin of 

safety.  

Log (Quant FVE/Price)<–1*Quantitative Uncertainty 

 

QQ: the stock is somewhat overvalued.  

Log (Quant FVE/Price) between (–1*Quantitative 

Uncertainty, –0.5*Quantitative Uncertainty) 

 

QQQ: the stock is approximately fairly valued.  

Log (Quant FVE/Price) between (–0.5*Quantitative 

Uncertainty, 0.5*Quantitative Uncertainty) 

 

QQQQ: the stock is somewhat undervalued.  

Log (Quant FVE/Price) between (0.5*Quantitative 

Uncertainty, 1*Quantitative Uncertainty) 

 

QQQQQ: the stock is undervalued with a reasonable 

margin of safety. Log (Quant FVE/Price) >1*Quantitative 

Uncertainty 

 

Quantitative Uncertainty: Intended to represent 

Morningstar's level of uncertainty about the accuracy of the 

quantitative fair value estimate. Generally, the lower the 

quantitative Uncertainty, the narrower the potential range 

of outcomes for that particular company. The rating is 

expressed as Low, Medium, High, Very High, and Extreme. 

 

× Low: the interquartile range for possible fair values is less 

than 10%. 

× Medium: the interquartile range for possible fair values is 

less than 15% but greater than 10%. 

× High: the interquartile range for possible fair values is 

less than 35% but greater than 15%. 

× Very High: the interquartile range for possible fair values 

is less than 80% but greater than 35%. 

× Extreme: the interquartile range for possible fair values is 

greater than 80%. 

 

Quantitative Financial Health: Intended to reflect the 

probability that a firm will face financial distress in the near 

future. The calculation uses a predictive model designed to 

anticipate when a company may default on its financial 

obligations. The rating is expressed as Weak, Moderate, 

and Strong. 

 

× Weak: assigned when Quantitative Financial Health <0.2 

× Moderate: assigned when Quantitative Financial Health 

is between 0.2 and 0.7 

× Strong: assigned when Quantitative Financial Health >0.7 
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Research Methodology for Valuing Companies 

 

Other Definitions 

 

Last Close: Price of the stock as of the close of the market 

of the last trading day before date of the report. 

 

Quantitative Valuation: Using the below terms, intended to 

denote the relationship between the security's Last Price 

and Morningstar's quantitative fair value estimate for that 

security.  

 

× Undervalued: Last Price is below Morningstar's 

quantitative fair value estimate. 

× Fairly Valued: Last Price is in line with Morningstar's 

quantitative fair value estimate. 

× Overvalued: Last Price is above Morningstar's 

quantitative fair value estimate. 

 

This Report has not been made available to the issuer of the 

security prior to publication. 

 

Risk Warning 

Please note that investments in securities are subject to 

market and other risks and there is no assurance or 

guarantee that the intended investment objectives will be 

achieved. Past performance of a security may or may not be 

sustained in future and is no indication of future 

performance. A security investment return and an investor's 

principal value will fluctuate so that, when redeemed, an 

investor's shares may be worth more or less than their 

original cost. A security's current investment performance 

may be lower or higher than the investment performance 

noted within the report. 

 

The quantitative equity ratings are not statements of fact. 

Morningstar does not guarantee the completeness or 

accuracy of the assumptions or models used in determining 

the quantitative equity ratings. In addition, there is the risk 

that the price target will not be met due to such things as 

unforeseen changes in demand for the company's products, 

changes in management, technology, economic 

development, interest rate development, operating and/or 

material costs, competitive pressure, supervisory law, 

exchange rate, and tax rate. For investments in foreign 

markets there are further risks, generally based on 

exchange rate changes or changes in political and social 

conditions. 

  

A change in the fundamental factors underlying the 

quantitative equity ratings can mean that the valuation is 

subsequently no longer accurate.  

 

For more information about Morningstar's quantitative 

methodology, please visit 

http://global.morningstar.com/equitydisclosures. 
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General Disclosure
The analysis within this report is prepared by the person
(s) noted in their capacity as an analyst for Morningstar’s
equity research group. The equity research group
consists of various Morningstar, Inc. subsidiaries
(“Equity Research Group)”. In the United States, that
subsidiary is Morningstar Research Services LLC, which
is registered with and governed by the U.S. Securities
and Exchange Commission.

The opinions expressed within the report are given in
good faith, are as of the date of the report and are
subject to change without notice. Neither the analyst
nor Equity Research Group commits themselves in
advance to whether and in which intervals updates to
the report are expected to be made. The written analysis
and Morningstar Star Rating for stocks are statements
of opinions; they are not statements of fact.

The Equity Research Group believes its analysts make
a reasonable effort to carefully research information
contained in the analysis. The information on which the
analysis is based has been obtained from sources
believed to be reliable such as, for example, the
company’s financial statements filed with a regulator,
company website, Bloomberg and any other the
relevant press sources. Only the information obtained
from such sources is made available to the issuer who
is the subject of the analysis, which is necessary to
properly reconcile with the facts. Should this sharing of
information result in considerable changes, a statement
of that fact will be noted within the report. While the
Equity Research Group has obtained data, statistics and
information from sources it believes to be reliable,
neither the Equity Research Group nor Morningstar, Inc.
performs an audit or seeks independent verification of
any of the data, statistics, and information it receives.

General Quantitative Disclosure
The Quantitative Equity Report (“Report”) is derived
from data, statistics and information within
Morningstar, Inc.’s database as of the date of the Report
and is subject to change without notice. The Report is
for informational purposes only, intended for financial
professionals and/or sophisticated investors (“Users”)
and should not be the sole piece of information used by
such Users or their clients in making an investment
decision. The quantitative equity ratings noted the
Report are provided in good faith, are as of the date of

the Report and are subject to change. While
Morningstar has obtained data, statistics and
information from sources it believes to be reliable,
Morningstar does not perform an audit or seeks
independent verification of any of the data, statistics,
and information it receives.

The quantitative equity ratings are not a market call,
and do not replace the User or User’s clients from
conducting their own due-diligence on the security. The
quantitative equity rating is not a suitability
assessment; such assessments take into account may
factors including a person’s investment objective,
personal and financial situation, and risk tolerance all
of which are factors the quantitative equity rating
statistical model does not and did not consider.

Prices noted with the Report are the closing prices on
the last stock-market trading day before the publication
date stated, unless another point in time is explicitly
stated.

General Disclosure (applicable to both Quantitative
and Qualitative Research)
Unless otherwise provided in a separate agreement,
recipients accessing this report may only use it in the
country in which the Morningstar distributor is based.
Unless stated otherwise, the original distributor of the
report is Morningstar Research Services LLC, a U.S.A.
domiciled financial institution.

This report is for informational purposes only and has
no regard to the specific investment objectives,

financial situation or particular needs of any specific
recipient. This publication is intended to provide
information to assist institutional investors in making
their own investment decisions, not to provide
investment advice to any specific investor. Therefore,
investments discussed and recommendations made
herein may not be suitable for all investors:  recipients
must exercise their own independent judgment as to
the suitability of such investments and recommendations
in the light of their own investment objectives,
experience, taxation status and financial position.

The information, data, analyses and opinions presented
herein are not warranted to be accurate, correct,
complete or timely. Unless otherwise provided in a
separate agreement, neither Morningstar, Inc. or the
Equity Research Group represents that the report
contents meet all of the presentation and/or disclosure
standards applicable in the jurisdiction the recipient is
located.

Except as otherwise required by law or provided for in
a separate agreement, the analyst, Morningstar, Inc.
and the Equity Research Group and their officers,
directors and employees shall not be responsible or
liable for any trading decisions, damages or other
losses resulting from, or related to, the information,
data, analyses or opinions within the report. The Equity
Research Group encourages recipients of this report to
read all relevant issue documents (e.g., prospectus)
pertaining to the security concerned, including without
limitation, information relevant to its investment
objectives, risks, and costs before making an
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investment decision and when deemed necessary, to
seek the advice of a legal, tax, and/or accounting
professional.

The Report and its contents are not directed to, or
intended for distribution to or use by, any person or
entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be
contrary to law or regulation or which would subject
Morningstar, Inc. or its affiliates to any registration or
licensing requirements in such jurisdiction.

Where this report is made available in a language other
than English and in the case of inconsistencies between
the English and translated versions of the report, the
English version will control and supersede any
ambiguities associated with any part or section of a
report that has been issued in a foreign language.
Neither the analyst, Morningstar, Inc., or the Equity
Research Group guarantees the accuracy of the
translations.

This report may be distributed in certain localities,
countries and/or jurisdictions (“Territories”) by
independent third parties or independent intermediaries
and/or distributors (“Distributors”). Such Distributors
are not acting as agents or representatives of the
analyst, Morningstar, Inc. or the Equity Research Group.
In Territories where a Distributor distributes our report,
the Distributor is solely responsible for complying with
all applicable regulations, laws, rules, circulars, codes
and guidelines established by local and/or regional
regulatory bodies, including laws in connection with the
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Market Cap (USD Mil) 44,159

52-Week High (USD) 51.18

52-Week Low (USD) 40.97

52-Week Total Return % 12.6

YTD Total Return % 2.5

Last Fiscal Year End 31 Dec 2018

5-Yr Forward Revenue CAGR % 1.3

5-Yr Forward EPS CAGR % 8.5

Price/Fair Value 1.06

2017 2018 2019(E) 2020(E)

Price/Earnings 14.7 16.8 14.7 16.1
EV/EBITDA 9.0 9.5 9.1 9.3
EV/EBIT 17.0 20.1 18.2 19.5
Free Cash Flow Yield % -0.3 2.4 4.6 1.5
Dividend Yield % 3.3 3.1 3.1 3.2

2017 2018 2019(E) 2020(E)

Revenue 33,531 35,985 32,850 33,735

Revenue YoY % 6.9 7.3 -8.7 2.7

EBIT 4,260 3,898 4,402 4,112

EBIT YoY % 36.9 -8.5 12.9 -6.6

Net Income, Adjusted 2,543 2,597 3,006 2,749

Net Income YoY % 2.4 2.1 15.8 -8.5

Diluted EPS 2.68 2.68 3.10 2.83

Diluted EPS YoY % — — 15.6 -8.7

Free Cash Flow 38 2,338 2,268 1,152

Free Cash Flow YoY % -100.6 NM -3.0 -49.2

Exelon Moves Its Focus Toward Attaining Pennsylvania
Support for its Nuclear Fleet
Updated Forecasts and Estimates from 02 May 2019

Andrew Bischof, CFA, CPA
Senior Equity Analyst
andrew.bischof@morningstar.com
+1 312 696 6433
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The conduct of Morningstar’s analysts is
governed by Code of Ethics/Code of Conduct
Policy, Personal Security Trading Policy (or
an equivalent of), and Investment Research
Policy. For information regarding conflicts
of interest, visit 

Research as of 02 May 2019
Estimates as of 02 May 2019
Pricing data through 24 Jul 2019 00:00
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Business Strategy and Outlook 02 May 2019

As the largest nuclear power plant owner in the United States,

Exelon has suffered as low natural gas prices have slashed power

prices since 2008. We think cheap gas will remain an advantage

for competing generators and pressure nuclear plant returns for

the foreseeable future. But Exelon has shown its political clout

recently, winning subsidies in Illinois, New York, and New Jersey

to keep its nuclear fleet economic.

Exelon's growth engine is its regulated gas and electric distribution

utilities. With the $12 billion acquisition of Pepco Holdings in

March 2016, we expect Exelon's regulated electric and gas

distribution utilities to drive all of our earnings growth through

2022. By then, the regulated utilities' earnings should easily top

Exelon's generation earnings, based on current energy market

conditions.

At its nuclear unit, Exelon can't escape its leverage to Eastern and

Midwestern U.S. power prices, which contribute about half of total

earnings. Nuclear's low fuel costs and clean emission profile make

Exelon the utilities sector's biggest winner if power prices rise,

capacity markets tighten, and environmental regulations make

fossil-fuel power generation more costly. Management continues

to drive costs out of the business. Exelon forecasts $4.2 billion in

costs at the unit in 2022, down from $4.8 billion in 2018.

Exelon has shown its political clout recently, winning subsidies in

Illinois, New York, and New Jersey to keep its nuclear fleet

economic. To date, Exelon has secured over $400 million in annual

zero emission credits across these three states.

The next challenge is winning support in Pennsylvania. What

makes Pennsylvania different from Illinois, New York, and New

Jersey is the former's abundance of in-state natural gas production

and generation. Easy access to low-cost production has kept

regional natural gas prices relatively low over the past several

years questioning the need to prop up nuclear generation. However,

nuclear generation in Pennsylvania still accounts for 39% of the

state's electricity, and additional retirements would require a larger

ramp-up in natural gas. This would hurt the state's ability to hit

Exelon serves more customers than any other U.S. utility, with 10 million
power and gas customers at its six regulated utilities in Illinois,
Pennsylvania, Maryland, New Jersey, Delaware, and Washington, D.C.
Exelon owns 14 nuclear plants and 32 gigawatts of generation capacity
throughout North America.

Profile

Vital Statistics

Valuation Summary and Forecasts

Financial Summary and Forecasts

The primary analyst covering this company
does not own its stock.

Currency amounts expressed with "$" are in
U.S. dollars (USD) unless otherwise denoted.

Historical/forecast data sources are Morningstar Estimates and may reflect adjustments.
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Morningstar Analysis

 Exelon Keeps Winning the Nuclear Fight, Reports First-

Quarter Earnings  02 May 2019

We are reaffirming our $43 fair value estimate and our
narrow moat and stable moat trend ratings for Exelon after
the company announced adjusted first-quarter earnings per
share of $0.87, down from $0.96 in the same year-ago
period. Management reaffirmed 2019 EPS guidance range
of $3.00-$3.30, consistent with our full-year expectation.

Exelon has a strong track record of lobbying and securing
support for its economically challenged nuclear fleet. In
New Jersey, the Board of Public Utilities voted 4-1 to award
zero emission credits, or ZECs, to its partially owned Salem
nuclear plant, with the first payment to be received in
August. The award is for three years, plus a stub year. To
date, Exelon is three-for-three, securing over $400 million
in annual zero emission credits in Illinois, New Jersey, and
New York.

The next challenge for Exelon is Pennsylvania, where
legislation HB11 and SB510 propose to amend the
Pennsylvania Alternative Portfolio Standard to include
nuclear. All Exelon's nuclear generation in Pennyslvania
would be eligible for the proposed $6.08-$7.90/MWh
subsidy. The subsidy could add up to $2 per share to our fair
value estimate, but we think the legislation is too uncertain
to incorporate in our fair value estimate for now.

Pennsylvania's abundance of low-cost in-state natural gas
production and generation makes it different from Illinois,
New York, and New Jersey. Plentiful, low-cost gas has
opponents challenging the need to prop up nuclear.
However, nuclear generation still provides 39% of the
state's electricity, on average. Generation retirements
would require more gas use, which would make it more
difficult for the state to hit lower carbon targets.

For the quarter, Exelon Generation earnings suffered from
lower realized energy prices and timing of zero emission

credit revenue. Exelon's regulated businesses continue to
perform well. Rolling 12-month earned returns ticked up to
10.2% from 9.5% last quarter.

Management is directing the bulk of growth investment
toward the regulated businesses, which we think is a good
move for shareholders. Distribution rate increases,
investments, and lower storm costs helped first-quarter
results.
Fair Value & Profit Drivers  02 May 2019

We are maintaining our $43 per share fair value estimate
after Exelon reported first-quarter earnings that were in line
with our expectations.

We expect earnings growth at the regulated utilities to drive
6% consolidated annual earnings growth through 2022 on
a normalized tax rate basis.Our forecasts show Exelon's
regulated utilities contributing about 60% of consolidated
earnings in 2019, a trend we forecast to continue as Exelon
directs cash flow generated by its nuclear fleet toward its
regulated operations. We assume the regulated utilities
earn 10% returns on equity and grow their rate bases nearly
8% annually on average in 2019-22.

On a midcycle basis, we assume a $3 per million Btu
midcycle Henry Hub gas price and modest market heat rate
improvement above current 2020 forwards in all regions.

At the retail business, we assume 20% long-term
normalized gross margins and volume that grows to 267
terawatt-hours by 2022.

We assume a 9% cost of equity and a 7.0% cost of capital.
Our cost of equity assumption is in line with the 9% rate of
return that we expect investors to demand of a diversified
equity portfolio. A 2.25% long-term inflation outlook
underpins our capital cost assumptions.
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Scenario Analysis

We assign a medium uncertainty rating. Exelon's
higher-than-average degree of operating leverage and
exposure to volatile power markets lead to a wider range
of outcomes in our base, high, and low scenarios than a
typical utility.

In our bull case, a $10 per megawatt-hour average increase
in our midcycle power price assumptions with no change in
retail margins results in a 20% increase in our open midcycle
EPS estimate and over a $1 billion change in EBITDA. In this
case, our fair value estimate would rise by $9 per share.

In our bear case, we assume power prices fall by a similar
amount, resulting in a $9 per share cut in our base-case fair
value estimate. Our fair value estimate would fall an
additional $1 per share if we reduce our assumption for the
operating efficiency and utilization of Exelon's nuclear
power plants by 4 percentage points to near the industry
average.

On a mark-to-market basis, there would be no change to our
fair value estimate or midcycle earnings estimates.

At the retail segment, every 100 basis points of long-term
normalized margin expansion generates $100 million of
pretax margin and $1 per share of value.

Economic Moat

Considering Exelon's full suite of businesses, we think the
firm has a narrow economic moat.

Most nuclear generation still has moaty characteristics,
with returns on capital above costs of capital for the
foreseeable future. However, the spread between long-term
returns on capital and Exelon's cost of capital has shrunk,
based on our midcycle outlook for power prices in the
Eastern U.S. Exelon's increasing diversification into narrow-
and no-moat businesses, together with the shrinking returns
at its nuclear generation business, supports our narrow
moat rating.

Nuclear generation's moaty economics are based on two
primary competitive advantages. First, nuclear plants take
more than seven years to site and build, cost several billion
dollars, and typically face community opposition. These are
significant barriers to entry, giving operators an effective
low-cost monopoly in a given region. Exelon's large fleet
gives it scale advantages that allow it to add capacity at its
plants at a fraction of the cost and risk of a greenfield project.
It is unlikely a competitor would be able to earn sufficient
returns on capital by building a nuclear plant in close
proximity to any of Exelon's plants.

Second, no other reliable power generation source can
match the scale of a nuclear plant. Nuclear plants' low
variable costs and low greenhouse gas emissions relative
to competing fossil fuel power generation sources, such as
coal and natural gas. Renewable energy, with effectively no
marginal costs, has depressed wholesale power prices and
hurt Exelon's returns on capital in some of its regions. We
believe this is a market distortion that fails to recognize the
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value of Exelon's nuclear fleet reliability relative to
intermittent renewable energy. State policy and legislation
particularly in Illinois, New Jersey and New York have
recognized some of that zero-emissions power from nuclear
plants.

We believe Exelon's regulated distribution utilities have
narrow economic moats. Regulatory caps on profits offsets
the service territory monopolies and network efficient scale
advantages. Utility regulation in the U.S. aims to fix
customer rates at levels that ensure capital providers earn
fair returns on their investments while keeping customer
costs as low as possible. We believe this regulatory compact
ensures Exelon's utilities will earn greater than their costs
of capital in the long run.

We believe Exelon's retail supply business has no economic
moat. Retail power and gas markets are highly competitive
with virtually no barriers to entry, switching costs, or product
differentiation. Although customer relationships can be
sticky, retailers mostly end up competing on price.

Moat Trend

We assign Exelon a stable moat trend rating. The regulatory
environments in Illinois, Pennsylvania, and Maryland have
stabilized, allowing the company's distribution utilities to
earn more favorable returns. About 75% of the $9.5 billion
of rate base growth in 2019-22 will have rate trackers or
formula rates, minimizing regulatory lag. Exelon faces the
biggest challenge boosting Pepco's earned returns some
200 basis points to approach its allowed returns.

In the power markets, Exelon faces both positive and
negative trend developments. We expect returns on capital
will continue to face pressure from cheap gas moving west
and increasing renewable energy penetration. However,
environmental regulations, coal plant closures, nuclear
subsidies and capacity market changes should help returns

on capital. On balance, we think these positive and negative
dynamics offset each other.

Since the retail supply business is relatively new following
power market deregulation in the early 2000s, we're
watching to see if any company can build a sustainable
competitive advantage. Exelon and others are demonstrating
some scale and cost advantages, particularly in marketing,
customer aggregation, risk mitigation, and supply costs.

The one path we see to achieve excess returns in the supply
business is to match customer load with wholesale
generation. As liquidity has dried up in power markets, it is
increasingly difficult and costly to hedge future expected
generation. A retail supply business can improve hedging
opportunities by reducing collateral and trading costs. This
could give a retail supplier a low-cost advantage. As the
nation's largest wholesale power generator and retail
supplier, Exelon is well positioned to take advantage of
these wholesale-retail pairing benefits.
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Bulls Say/Bears Say

Bulls Say Bears Say

ONuclear power plants run year-round, produce
electricity at low variable costs, and generate large
energy margins, even with currently depressed power
prices.

OHigher natural gas and coal prices, rising electricity
demand, and environmental regulations help Exelon
more than any other utility because of its large nuclear
fleet.

OExelon's regulated utilities have good growth
opportunities and regulation that can support earnings
and dividend growth.

OExelon's performance in part is driven by volatile
power prices that fluctuate based on natural gas
prices, coal prices, and regional electricity demand.

OThe Constellation and Pepco acquisitions diluted
Exelon's economic moat by adding more no-moat
retail business.

OMany of Exelon's growth projects come with regulated
or contracted returns, reducing shareholders' leverage
to a rebound in power markets.
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2019(E) 2020(E) 2021(E) 2022(E) 2023(E)

Cash and Equivalents (beginning of period) 1,349 1,433 753 822 438
Adjusted Available Cash Flow 3,124 2,120 2,869 2,962 4,252
Total Cash Available before Debt Service 4,473 3,552 3,622 3,783 4,691

Principal Payments -1,483 -1,626 -1,600 -2,000 -2,275
Interest Payments -1,448 -1,482 -1,516 -1,698 -1,611
Other Cash Obligations and Commitments -303 -303 -463 -464 -463
Total Cash Obligations and Commitments -3,234 -3,411 -3,579 -4,162 -4,349

USD Millions
% of

Commitments

Beginning Cash Balance 1,349 7.2
Sum of 5-Year Adjusted Free Cash Flow 15,326 81.8
Sum of Cash and 5-Year Cash Generation 16,675 89.0

Revolver Availability — —
Asset Adjusted Borrowings (Repayment) — —

Sum of Cash, 5-Year Cash Generation, Revolver and Adjustments 16,675 89.0
Sum of 5-Year Cash Commitments -18,735 —

Five Year Adjusted Cash Flow Forecast (USD Mil)

Cumulative Annual Cash Flow Cushion

Cash Flow Cushion
Possible Liquidity Need

Adjusted Cash Flow Summary

Financial Strength

As power prices have fallen from their 2008 peaks, Exelon
has spent much of the last decade focused on preserving
its investment-grade credit rating. Management is targeting
a $2.2 billion to $3.8 billion reduction in nonutility debt
through 2022.We see no immediate credit concerns based
on current energy market conditions. We project Exelon's
consolidated EBITDA/interest coverage will remain above
5 times and leverage will remain below 5 times debt/EBITDA
at least through 2019. Even though these ratios are weaker
following the Pepco acquisition, we think this is acceptable,
given the higher share of regulated earnings.Only about one
fourth of Exelon's consolidated debt is directly tied to its
generation segment. As long as power markets remain
relatively stable and Exelon maintains its investment-grade
ratings, we don't expect the company to have trouble
refinancing its near-term maturities.Management will grow
the dividend 5% in 2019, but we think dividend growth will
ease lower as gross margins from generation weaken.

Risk & Uncertainty

Investors should consider turning their attention away from
power markets and more toward regulatory developments
in Illinois, Pennsylvania, and the Mid-Atlantic coastal
states.As Exelon's regulated utilities generate a greater
share of earnings, shareholders' returns will be more
exposed to state and federal regulatory risk. Illinois and
Maryland are two historically tough regulatory
environments, and punitive rate decisions could have a
material impact on earnings and growth. However, Exelon
has done a solid job developing good regulatory
relationships that mitigate some of this risk. We expect
Exelon will be able to maintain solid--albeit not
spectacular--returns at its regulated utilities.Exelon's
biggest threat used to be political developments that would
reregulate competitive electricity markets in the Midwest
and Mid-Atlantic. As the nation's largest wholesale
generator and retail supplier, Exelon Generation's
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competitive edge requires Eastern U.S. power markets to
remain deregulated. However, Exelon's political savvy,
particularly in Illinois, New York, and New Jersey, now limits
the impact from volatile power markets on earnings and
long-term value. We expect most of the nuclear fleet is
earning returns in the range of what might be available in
a fully regulated scheme.Exelon still has a net long position
in the power markets, so sharp increases in power prices
would result in an earnings windfall for its generation fleet.
This could reverse the current outlook, leading Exelon to pull
back its lobbying efforts while drawing reregulation rhetoric
from regulators and politicians. Exelon previously suffered
from politically inspired power price caps that limited its
profits for several years following deregulation. We think
the now-mature deregulated markets make this unlikely, but
regulators remain highly involved in power markets, and any
regulatory changes will probably have a material positive
or negative impact on Exelon, given its size.
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Name Position Shares Held Report Date* InsiderActivity

MR. CHRISTOPHER M.
CRANE

CEO/Chairman of the Board,
Subsidiary/Director/President,
Director

383,640 04 Feb 2019 —

MAYO A. SHATTUCK,III Director 267,649 08 Nov 2017 —
MR. WILLIAM A. VON
HOENE, JR

Other Executive Officer/Senior
Executive VP

168,715 04 Feb 2019 —

MS. ANNE R.
PRAMAGGIORE

CEO, Subsidiary/President,
Subsidiary

87,518 04 Feb 2019 —

MR. KENNETH W.
CORNEW

CEO, Subsidiary/Other Executive
Officer/President, Subsidiary/
Senior Executive VP

69,513 18 Jun 2019 —

Top Owners
% of Shares

Held
% of Fund

Assets
Change

(k) Portfolio Date

Vanguard Total Stock Market Index Fund 2.74 0.16 161 30 Jun 2019
Vanguard US Total Market Shares ETF 2.74 0.16 161 30 Jun 2019
Vanguard 500 Index Fund 1.97 0.19 220 30 Jun 2019
Vanguard Wellingtonâ„¢ Fund 1.61 0.76 — 30 Jun 2019
Utilities Select Sector SPDRÂ® Fund 1.24 5.75 4 30 Jun 2019

Concentrated Holders

Vanguard Market Neutral Fund 0.02 87.58 -60 30 Jun 2019
FidelityÂ® VIP Utilities Portfolio 0.05 10.99 21 30 Jun 2019
FidelityÂ® Select Utilities Portfolio 0.27 10.96 118 30 Jun 2019
Fidelity AdvisorÂ® Utilities Fund 0.14 10.84 94 30 Jun 2019
MainStay VP Fidelity Ins AM Utilts Pf 0.26 10.33 — 30 Jun 2019

Top 5 Buyers
% of Shares

Held
% of Fund

Assets

Shares
Bought/
Sold (k) Portfolio Date

AQR Capital Management LLC 2.51 1.29 6,568 30 Jun 2019
Goldman Sachs Asset Management, L.P. 0.65 0.23 2,431 30 Jun 2019
Columbia Mgmt Investment Advisers, LLC 0.44 0.14 2,245 30 Jun 2019
Ameriprise Financial Inc 0.46 0.10 2,233 30 Jun 2019
Citadel Advisors Llc 0.49 0.12 2,080 30 Jun 2019

Top 5 Sellers

Bank of New York Mellon Corp — — -12,233 30 Jun 2019
Geode Capital Management, LLC 1.45 0.18 -11,629 30 Jun 2019
Fidelity Management & Research Company 3.00 45.32 -5,505 30 Jun 2019
Nordea Investment Mgmt Bank Demark A/s 0.29 0.29 -5,451 30 Jun 2019
APG Asset Management 0.43 0.34 -5,184 30 Jun 2019

Stewardship 02 May 2019

Management & Ownership

Management Activity

Fund Ownership

Institutional Transactions

*Represents the date on which the owner’s name, position, and common shares held were reported by the holder or issuer.

We assign Exelon's management team a Standard
stewardship rating. The company has done a notable job
reducing its exposure to commodity markets, which it can't
control, and focusing on business lines where it can control
how earnings develop.

We're particularly impressed by management's ability to
operate its nuclear fleet at world-class levels. We're also
impressed by management's political lobbying success--particularly
in New York, Illinois, and New Jersey--to extend the lives
of its distressed nuclear plants. Management now turns
their attention toward winning subsidies for their plants in
Pennsylvania. We think this will be more difficult in the
natural gas heavy region.

Operational excellence and public policy lobbying are two
things management can control and preserves the
value-creation opportunities if power prices rise. President
and CEO Chris Crane led the generation segment to
world-class results in his five years as COO. Exelon's nuclear
capacity factors routinely approach 94% across its nuclear
fleet. The rest of the nuclear industry averages in the
mid-80% range.

Management has also been able to score legislative wins
that should improve the regulatory environment in Delaware
and Pennsylvania. In Delaware, legislators approved a
distribution customer charge that will allow for more timely
recovery and support further infrastructure development. In
Pennsylvania, legislation will allow state regulators to
incorporate more constructive rate mechanisms, such as
decoupling, formula rates, and multiyear rate plans and rate
cases.

Crane and board chairman Mayo Shattuck III have focused
growth investment on the regulated utilities, continuing a
strategic shift that former CEO and chairman John Rowe
made before his departure in 2013. Crane's biggest move
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so far is the $12 billion (including debt) Pepco acquisition,
which closed in 2016. This increases Exelon's share of
regulated utilities earnings and dilutes shareholders'
aggregate exposure to wholesale power markets.
Management showed strong conviction in the value of the
deal based on nearly two years of regulatory negotiations.
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Analyst Notes

 Exelon Keeps Winning the Nuclear Fight, Reports First-

Quarter Earnings  02 May 2019

We are reaffirming our $43 fair value estimate and our
narrow moat and stable moat trend ratings for Exelon after
the company announced adjusted first-quarter earnings per
share of $0.87, down from $0.96 in the same year-ago
period. Management reaffirmed 2019 EPS guidance range
of $3.00-$3.30, consistent with our full-year expectation.

Exelon has a strong track record of lobbying and securing
support for its economically challenged nuclear fleet. In
New Jersey, the Board of Public Utilities voted 4-1 to award
zero emission credits, or ZECs, to its partially owned Salem
nuclear plant, with the first payment to be received in
August. The award is for three years, plus a stub year. To
date, Exelon is three-for-three, securing over $400 million
in annual zero emission credits in Illinois, New Jersey, and
New York.

The next challenge for Exelon is Pennsylvania, where
legislation HB11 and SB510 propose to amend the
Pennsylvania Alternative Portfolio Standard to include
nuclear. All Exelon's nuclear generation in Pennyslvania
would be eligible for the proposed $6.08-$7.90/MWh
subsidy. The subsidy could add up to $2 per share to our fair
value estimate, but we think the legislation is too uncertain
to incorporate in our fair value estimate for now.

Pennsylvania's abundance of low-cost in-state natural gas
production and generation makes it different from Illinois,
New York, and New Jersey. Plentiful, low-cost gas has
opponents challenging the need to prop up nuclear.
However, nuclear generation still provides 39% of the
state's electricity, on average. Generation retirements
would require more gas use, which would make it more
difficult for the state to hit lower carbon targets.

For the quarter, Exelon Generation earnings suffered from

lower realized energy prices and timing of zero emission
credit revenue. Exelon's regulated businesses continue to
perform well. Rolling 12-month earned returns ticked up to
10.2% from 9.5% last quarter.

Management is directing the bulk of growth investment
toward the regulated businesses, which we think is a good
move for shareholders. Distribution rate increases,
investments, and lower storm costs helped first-quarter
results.
Public Service Enterprise, Exelon Nuclear Plants Rise

From Dead After Winning New Jersey Subsidies  18 Apr

2019

We are reaffirming our $48 per share fair value estimate for
Public Service Enterprise Group and $43 per share fair value
estimate for Exelon after New Jersey regulators selected
the Salem and Hope Creek nuclear plants to receive state
subsidies. We are also reaffirming our narrow moat and
stable moat trends for both companies.

We expect the companies, which share ownership of Salem,
to withdraw the deactivation notice they filed with the mid-
Atlantic region grid operator, PJM, on April 16. The filing
said they planned to close the plants by fall 2020, which
would have led us to cut our fair value estimates. We already
assumed the plants would receive the subsidies and
continue operating, so there is no impact on our fair value
estimates.

The decision comes one year after New Jersey Governor
Phil Murphy signed legislation directing regulators to
identify facilities that are most important to supporting the
state's emissions-reduction goals. Nuclear plays an
important role in decreasing the state's carbon emissions.

We expect the nuclear subsidies to generate $200 million
of incremental annual pretax profits for the firm,
representing 10% of our consolidated pretax earnings
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Analyst Notes

starting later this year. However, we expect the subsidies
to contribute to depress future PJM capacity prices. We
forecast mostly flat PJM capacity revenue for its fossil-fuel
fleet between 2019-23.

For Exelon, we expect the subsidies to generate roughly $85
million of additional revenue absent any changes in PJM
capacity pricing. Exelon continues to work on attaining
subsidies in Pennsylvania.

We expect the subsidies will survive any legal challenges.
The U.S. Supreme Court on April 15 declined to accept
lawsuits challenging similar nuclear subsidies in Illinois and
New York. Lower court ruled in favor of the subsidies. We
are awaiting guidance from the Federal Energy Regulatory
Commission on how PJM should adjust its capacity and
energy market pricing to account for the subsidies.

Exelon's Utilities Perform Well, but Generation

Continues to Concern Us  08 Feb 2019

We are reaffirming our $40 fair value estimate and narrow
moat and stable moat trend ratings for Exelon after the
company announced adjusted full-year 2018 earnings per
share of $3.12, up from $2.62 in 2017. Management initiated
2019 EPS guidance of $3.00-$3.30, consistent with our
expectations.

Zero-emission credit revenue was a large benefit for Exelon
in 2018, boosting earnings by $0.35 per share. Exelon has
cleared legal challenges in Illinois and New York, and we
expect any future efforts to challenge the credits to be
unsuccessful. Approved ZEC revenue in New Jersey will
help 2019 earnings. We don't forecast Exelon being
successful in securing zero-emission credits in
Pennsylvania.

Our main concern rests with Exelon's generation that isn't

receiving support. Weak forward power prices are a
material headwind for Exelon. Total forecast gross margin
drops to $7.15 billion in 2021 from $7.65 billion in 2019.
Exelon also has taken a relatively aggressive hedging
approach, increasing the potential upside as well as
downside to volatile commodity prices. We do like
management's efforts to deleverage its balance sheet and
use cash flow from generation to invest in its regulated
units. Management continues to manage costs at the unit
well.

Exelon's regulated businesses continue to perform well.
Management has driven meaningful operational improvement
from its acquired utility assets, and we think this has been
a significant driver in the improved regulatory treatment in
the region. Numerous riders and formula rates have reduced
regulatory lag, which is a positive, given Exelon's large
capital program. Rolling 12-month earned returns ticked up
to 9.7% from 9.5% in the year-ago period.
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Growth (% YoY)
3-Year

Hist. CAGR 2016 2017 2018 2019 2020
5-Year

Proj. CAGR

Revenue 6.9 6.5 6.9 7.3 -8.7 2.7 1.3
EBIT -4.0 -29.4 36.9 -8.5 12.9 -6.6 11.1
EBITDA 6.4 2.8 14.8 2.0 7.2 -2.3 6.6
Net Income 5.3 11.7 2.4 2.1 15.8 -8.5 8.7
Diluted EPS 2.5 7.6 — — 15.6 -8.7 8.5
Earnings Before Interest, after Tax 3.9 -14.4 9.3 19.7 -20.6 -3.6 2.7
Free Cash Flow 60.9 -1,243.2 -100.6 NM -3.0 -49.2 17.2

Profitability
3-Year

Hist. Avg 2016 2017 2018 2019 2020
5-Year

Proj. Avg

Operating Margin % 11.2 9.9 12.7 10.8 13.4 12.2 14.3
EBITDA Margin % 23.2 22.5 24.1 22.9 26.9 25.6 27.5
Net Margin % 7.6 7.9 7.6 7.2 9.2 8.2 9.0
Free Cash Flow Margin % -4.6 -20.5 0.1 6.5 6.9 3.4 7.5
ROIC % 2.1 2.3 1.9 1.9 4.9 4.9 5.5
Adjusted ROIC % 2.2 2.5 2.1 2.1 5.3 5.3 6.0
Return on Assets % 2.0 1.1 3.3 1.7 2.5 2.2 2.5
Return on Equity % 8.2 4.4 13.6 6.6 9.5 8.2 9.1

Leverage
3-Year

Hist. Avg 2016 2017 2018 2019 2020
5-Year

Proj. Avg

Debt/Capital 0.56 0.58 0.54 0.54 0.53 0.52 0.50
Total Debt/EBITDA 4.64 5.10 4.40 4.43 4.13 4.23 3.76
EBITDA/Interest Expense 5.03 4.59 5.18 5.31 6.11 5.83 6.24

2017 2018 2019(E) 2020(E)

Price/Fair Value 1.19 1.13 — —
Price/Earnings 14.7 16.8 14.7 16.1
EV/EBITDA 9.0 9.5 9.1 9.3
EV/EBIT 17.0 20.1 18.2 19.5
Free Cash Flow Yield % -0.3 2.4 4.6 1.5
Dividend Yield % 3.3 3.1 3.1 3.2

Cost of Equity % 9.0
Pre-Tax Cost of Debt % 6.5
Weighted Average Cost of Capital % 7.0
Long-Run Tax Rate % 25.0
Stage II EBI Growth Rate % 4.0
Stage II Investment Rate % 50.0
Perpetuity Year 15

USD Mil
Firm Value

(%)
Per Share

Value

Present Value Stage I 10,584 13.9 10.90
Present Value Stage II 18,217 23.9 18.76
Present Value Stage III 47,475 62.2 48.88
Total Firm Value 76,276 100.0 78.53

Cash and Equivalents 1,349 — 1.39
Debt -36,528 — -37.61
Preferred Stock — — —
Other Adjustments 60 — 0.06
Equity Value 41,157 — 42.37

Projected Diluted Shares 971

Fair Value per Share 43.00

Morningstar Analyst Forecasts

ForecastFiscal Year Ends in December

Financial Summary and Forecasts

Valuation Summary and Forecasts

Key Valuation Drivers

Discounted Cash Flow Valuation

Additional estimates and scenarios available for download at http://select.morningstar.com.

      The data in the table above represent base-case forecasts in the company’s reporting
currency as of the beginning of the current year. Our fair value estimate may differ from the
equity value per share shown above due to our time value of money adjustment and in cases
where probability-weighted scenario analysis is performed.
    

(USD)
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2016 2017 2018 2019 2020
Revenue 31,360 33,531 35,985 32,850 33,735

Cost of Goods Sold 12,640 14,035 16,670 13,860 14,745
Gross Profit 18,720 19,496 19,315 18,991 18,989

Selling, General & Administrative Expenses 10,048 10,126 9,337 8,336 8,495
Other Operating Expense (Income) 1,576 1,731 1,783 1,809 1,851
Other Operating Expense (Income) 48 -449 -56 — —
Depreciation & Amortization (if reported separately) 3,936 3,828 4,353 4,443 4,532
Operating Income (ex charges) 3,112 4,260 3,898 4,402 4,112

Restructuring & Other Cash Charges — — — — —
Impairment Charges (if reported separately) — — — — —
Other Non-Cash (Income)/Charges — — — — —
Operating Income (incl charges) 3,112 4,260 3,898 4,402 4,112

Interest Expense 1,536 1,560 1,554 1,448 1,482
Interest Income 389 1,024 -140 850 850
Pre-Tax Income 1,965 3,724 2,204 3,805 3,480

Income Tax Expense 761 -125 120 799 731

Other After-Tax Cash Gains (Losses) — — — — —
Other After-Tax Non-Cash Gains (Losses) — — — — —
(Minority Interest) -62 -62 -74 — —
(Preferred Dividends) -8 -8 — — —
Net Income 1,134 3,779 2,010 3,006 2,749

Weighted Average Diluted Shares Outstanding 927 949 969 971 972
Diluted Earnings Per Share 1.22 3.98 2.07 3.10 2.83

Adjusted Net Income 2,484 2,543 2,597 3,006 2,749
Diluted Earnings Per Share (Adjusted) 2.68 2.68 2.68 3.10 2.83

Dividends Per Common Share 1.26 1.26 1.26 1.41 1.44

EBITDA 8,688 9,687 9,869 8,845 8,644
Adjusted EBITDA 7,048 8,088 8,251 8,845 8,644

Morningstar Analyst Forecasts

Income Statement (USD Mil)
Fiscal Year Ends in December Forecast
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Last Price Fair Value Uncertainty Economic Moat™ Moat Trend™ Stewardship Industry Group

45.48 USD 43.00 USD Medium Narrow Stable Standard Utilities - Regulated

Exelon Corp EXC (NYSE) | QQQ

2016 2017 2018 2019 2020

Cash and Equivalents 635 898 1,349 1,433 753
Investments — — — — —
Accounts Receivable 5,359 5,533 5,863 5,670 5,823
Inventory 1,638 1,651 1,685 1,823 1,939
Deferred Tax Assets (Current) — — — — —
Other Short Term Assets 4,780 3,752 4,463 4,000 4,000
Current Assets 12,412 11,834 13,360 12,925 12,515

Net Property Plant, and Equipment 71,555 74,202 76,707 79,839 82,457
Goodwill 6,677 6,677 6,677 6,677 6,677
Other Intangibles — — — — —
Deferred Tax Assets (Long-Term) — — — — —
Other Long-Term Operating Assets 10,046 8,021 8,237 9,000 9,000
Long-Term Non-Operating Assets 14,214 15,966 14,685 14,685 14,685
Total Assets 114,904 116,700 119,666 123,127 125,334

Accounts Payable 3,449 3,537 3,805 3,797 3,838
Short-Term Debt 3,697 3,017 2,063 2,063 2,063
Deferred Tax Liabilities (Current) — — — — —
Other Short-Term Liabilities 6,311 4,242 5,536 6,100 6,100
Current Liabilities 13,457 10,796 11,404 11,960 12,001

Long-Term Debt 32,216 32,565 34,465 34,465 34,465
Deferred Tax Liabilities (Long-Term) 18,138 11,222 11,330 12,000 12,750
Other Long-Term Operating Liabilities 4,187 9,865 9,559 10,500 10,500
Long-Term Non-Operating Liabilities 19,294 20,120 19,838 19,838 19,838
Total Liabilities 87,292 84,568 86,596 88,763 89,554

Preferred Stock — — — — —
Common Stock 18,794 18,964 19,116 19,116 19,116
Additional Paid-in Capital — — — 60 120
Retained Earnings (Deficit) 12,030 13,503 14,766 16,410 17,767
(Treasury Stock) -2,327 -123 -123 -123 -123
Other Equity -2,660 -2,487 -2,995 -2,700 -2,700
Shareholder's Equity 25,837 29,857 30,764 32,763 34,180

Minority Interest 1,775 2,275 2,306 1,600 1,600
Total Equity 27,612 32,132 33,070 34,363 35,780

Morningstar Analyst Forecasts

Balance Sheet  (USD Mil)
Fiscal Year Ends in December Forecast
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Last Price Fair Value Uncertainty Economic Moat™ Moat Trend™ Stewardship Industry Group

45.48 USD 43.00 USD Medium Narrow Stable Standard Utilities - Regulated

Exelon Corp EXC (NYSE) | QQQ

2016 2017 2018 2019 2020

Net Income 1,204 3,849 2,084 3,006 2,749

Depreciation 5,576 5,427 5,971 4,443 4,532
Amortization — — — — —
Stock-Based Compensation — — — — —
Impairment of Goodwill — — — — —
Impairment of Other Intangibles — — — — —
Deferred Taxes 664 -361 -106 670 750
Other Non-Cash Adjustments 1,482 380 1,715 — —

(Increase) Decrease in Accounts Receivable -432 -426 -565 193 -153
(Increase) Decrease in Inventory 7 -72 -37 -138 -116
Change in Other Short-Term Assets -827 -927 -969 463 —
Increase (Decrease) in Accounts Payable 771 -390 551 -8 41
Change in Other Short-Term Liabilities — — — 564 —
Cash From Operations 8,445 7,480 8,644 9,193 7,803

(Capital Expenditures) -8,553 -7,584 -7,594 -7,175 -7,150
Net (Acquisitions), Asset Sales, and Disposals -6,934 -208 -154 -400 —
Net Sales (Purchases) of Investments — — — — —
Other Investing Cash Flows -16 -142 -86 178 —
Cash From Investing -15,503 -7,934 -7,834 -7,397 -7,150

Common Stock Issuance (or Repurchase) 55 150 105 60 60
Common Stock (Dividends) -1,166 -1,236 -1,332 -1,361 -1,392
Short-Term Debt Issuance (or Retirement) -575 -340 -213 — —
Long-Term Debt Issuance (or Retirement) 2,780 980 1,329 — —
Other Financing Cash Flows 97 1,163 -108 -706 —
Cash From Financing 1,191 717 -219 -2,007 -1,332

Exchange Rates, Discontinued Ops, etc. (net) — — — 295 —
Net Change in Cash -5,867 263 591 84 -679

Morningstar Analyst Forecasts

Cash Flow  (USD Mil)
Fiscal Year Ends in December Forecast
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Last Price Fair Value Uncertainty Economic Moat™ Moat Trend™ Stewardship Industry Group

45.48 USD 43.00 USD Medium Narrow Stable Standard Utilities - Regulated

Exelon Corp EXC (NYSE) | QQQ

Company/Ticker
Price/Fair

Value 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E)

Public Service Enterprise Group Inc 1.19 16.7 18.3 17.7 11.8 11.6 10.9 NM 145.6 NM — — — 2.7 2.9 2.8

FirstEnergy Corp FE USA 1.06 14.5 16.8 17.9 9.9 11.1 11.1 NM NM NM — — — 1.7 1.8 1.8

Entergy Corp ETR USA 1.07 11.8 19.7 19.0 11.1 11.8 10.5 NM NM NM — — — 1.5 2.0 1.8

Average 14.3 18.3 18.2 10.9 11.5 10.8 — 145.6 — — — — 2.0 2.2 2.1

Exelon Corp EXC US 1.06 16.8 14.7 16.1 9.5 9.1 9.3 41.6 21.9 67.6 — — — 1.2 1.3 1.3

Company/Ticker
Total Assets

(Mil) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E)
Public Service Enterprise Group Inc 45,326 USD 6.7 6.2 6.4 6.7 6.2 6.4 10.2 11.1 10.9 3.3 3.6 3.5 3.5 3.2 3.3

FirstEnergy Corp FE USA 40,063 USD 6.4 7.2 7.1 7.8 8.8 8.6 18.4 19.8 17.1 2.4 3.4 3.0 3.8 3.5 3.7

Entergy Corp ETR USA 48,275 USD 1.5 4.8 4.9 1.5 4.8 4.9 10.1 10.8 10.3 1.8 2.1 2.1 4.2 3.5 3.6

Average 4.9 6.1 6.1 5.3 6.6 6.6 12.9 13.9 12.8 2.5 3.0 2.9 3.8 3.4 3.5

Exelon Corp EXC US 119,666 USD 1.9 4.9 4.9 2.1 5.3 5.3 6.6 9.5 8.2 1.7 2.5 2.2 3.1 3.1 3.2

Company/Ticker
Revenue

(Mil) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E)
Public Service Enterprise Group Inc 9,696 USD 6.7 5.1 4.3 60.8 15.9 5.1 6.5 3.8 3.4 -17.1 -192.1 -113.2 4.7 4.4 4.3

FirstEnergy Corp FE USA 11,261 USD -19.7 15.6 0.7 -3.0 10.9 -1.6 -15.9 0.5 -6.1 -127.1 -125.9 179.0 — 5.6 5.3

Entergy Corp ETR USA 11,009 USD -0.6 -5.1 7.6 -43.8 91.8 12.6 1.5 -27.5 3.8 347.4 -69.4 -102.8 2.3 2.2 2.7

Average -4.5 5.2 4.2 4.7 39.5 5.4 -2.6 -7.7 0.4 67.7 -129.1 -12.3 3.5 4.1 4.1

Exelon Corp EXC US 35,985 USD 7.3 -8.7 2.7 -8.5 12.9 -6.6 — 15.6 -8.7 NM -3.0 -49.2 — 11.9 2.1

Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Valuation Analysis

Returns Analysis

Growth Analysis

Price/Earnings EV/EBITDA Price/Free Cash Flow Price/Book Price/Sales

ROIC % Adjusted ROIC % Return on Equity % Return on Assets % Dividend Yield %

Revenue Growth % EBIT Growth % EPS Growth % Free Cash Flow Growth % Dividend/Share Growth %

Last Historical Year

Last Historical Year
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Last Price Fair Value Uncertainty Economic Moat™ Moat Trend™ Stewardship Industry Group

45.48 USD 43.00 USD Medium Narrow Stable Standard Utilities - Regulated

Exelon Corp EXC (NYSE) | QQQ

Company/Ticker
Net Income

(Mil) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E)
Public Service Enterprise Group Inc 1,582 USD 66.7 68.3 68.1 35.6 38.4 38.9 23.7 26.1 26.3 16.3 16.2 16.0 -10.3 2.0 -4.5

FirstEnergy Corp FE USA 1,277 USD 67.6 64.6 64.9 34.5 30.0 29.9 22.2 21.3 20.8 11.3 10.8 10.1 -11.2 -2.1 -1.2

Entergy Corp ETR USA 1,341 USD 65.4 65.0 65.0 27.6 31.3 32.7 9.1 18.4 19.2 12.2 9.9 9.8 -14.1 -21.2 -7.3

Average 66.6 66.0 66.0 32.6 33.2 33.8 18.3 21.9 22.1 13.3 12.3 12.0 -11.9 -7.1 -4.3

Exelon Corp EXC US 2,597 USD 53.7 57.8 56.3 22.9 26.9 25.6 10.8 13.4 12.2 7.2 9.2 8.2 2.9 6.1 1.9

Company/Ticker
Total Debt

(Mil) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E)
Public Service Enterprise Group Inc 15,478 USD 107.7 107.0 110.0 51.8 51.7 52.4 7.3 6.9 6.6 4.5 4.2 4.2 3.2 3.1 3.1

FirstEnergy Corp FE USA 19,504 USD 286.2 280.9 274.1 74.1 73.8 73.3 3.5 3.9 3.6 5.0 5.4 5.6 5.9 5.7 5.5

Entergy Corp ETR USA 18,111 USD 204.8 188.0 189.0 67.2 65.3 65.4 4.3 4.3 4.6 6.0 6.0 5.6 5.5 5.0 5.0

Average 199.6 192.0 191.0 64.4 63.6 63.7 5.0 5.0 4.9 5.2 5.2 5.1 4.9 4.6 4.5

Exelon Corp EXC US 36,528 USD 118.7 111.5 106.9 54.3 52.7 51.7 5.3 6.1 5.8 4.4 4.1 4.2 3.9 3.8 3.7

Company/Ticker
Market Cap

(Mil) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E) 2018 2019(E) 2020(E)

Public Service Enterprise Group Inc 30,012 USD 0.35 0.84 0.63 0.71 0.67 0.64 0.64 0.61 0.58 0.08 0.19 0.13 63.5 58.0 58.5

FirstEnergy Corp FE USA 23,210 USD 0.74 1.24 1.50 0.52 0.65 0.69 0.46 0.57 0.60 0.21 0.45 0.54 72.5 58.5 65.6

Entergy Corp ETR USA 20,762 USD 2.62 2.14 1.33 0.54 0.60 0.58 0.38 0.40 0.38 0.19 0.17 0.11 77.3 69.0 68.4

Average 1.24 1.41 1.15 0.59 0.64 0.64 0.49 0.53 0.52 0.16 0.27 0.26 71.1 61.8 64.2

Exelon Corp EXC US 44,159 USD 1.39 1.48 0.77 1.17 1.08 1.04 1.02 0.93 0.88 0.65 0.69 0.37 66.5 45.5 50.9

Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Profitability Analysis

Leverage Analysis

Liquidity Analysis

Gross Margin % EBITDA Margin % Operating Margin % Net Margin % Free Cash Flow Margin %

Debt/Equity % Debt/Total Cap % EBITDA/Interest Exp. Total Debt/EBITDA Assets/Equity

Cash per Share Current Ratio Quick Ratio Cash/Short-Term Debt Payout Ratio %

Last Historical Year

Last Historical Year
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Research Methodology for Valuing Companies 

 

Qualitative Equity Research Overview  

At the heart of our valuation system is a detailed projection 

of a company's future cash flows, resulting from our 

analysts' research. Analysts create custom industry and 

company assumptions to feed income statement, balance 

sheet, and capital investment assumptions into our globally 

standardized, proprietary discounted cash flow, or DCF, 

modeling templates. We use scenario analysis, in-depth 

competitive advantage analysis, and a variety of other 

analytical tools to augment this process. We believe this 

bottom-up, long-term, fundamentally based approach 

allows our analysts to focus on long-term business drivers, 

which have the greatest valuation impact, rather than short-

term market noise.  

 

Morningstar's equity research group (“we," "our") believes 

that a company's intrinsic worth results from the future 

cash flows it can generate. The Morningstar Rating for 

stocks identifies stocks trading at an uncertainty-adjusted 

discount or premium to their intrinsic worth—or fair value 

estimate, in Morningstar terminology. Five-star stocks sell 

for the biggest risk-adjusted discount to their fair values 

whereas 1-star stocks trade at premiums to their intrinsic 

worth. 

 

Four key components drive the Morningstar rating: (1) our 

assessment of the firm's economic moat, (2) our estimate of 

the stock's fair value, (3) our uncertainty around that fair 

value estimate and (4) the current market price. This 

process ultimately culminates in our single-point star rating. 

 

1. Economic Moat 

The concept of an economic moat plays a vital role not 

only in our qualitative assessment of a firm's long-term 

investment potential, but also in the actual calculation 

of our fair value estimates. An economic moat is a  

structural feature that allows a firm to sustain excess 

profits over a long period of time. We define excess 

economic profits as returns on invested capital (or ROIC) 

over and above our estimate of a firm's cost of capital, 

or weighted average cost of capital (or WACC). Without 

a moat, profits are more susceptible to competition. We 

have identified five sources of economic moats: 

intangible assets, switching costs, network effect, cost 

advantage, and efficient scale. 

 

Companies with a narrow moat are those we believe 

are more likely than not to achieve normalized excess 

returns for at least the next 10 years. Wide-moat 

companies are those in which we have very high 

confidence that excess returns will remain for 10 years, 

with excess returns more likely than not to remain for at 

least 20 years. The longer a firm generates economic 

profits, the higher its intrinsic value. We believe low-

quality no-moat companies will see their normalized 

returns gravitate toward the firm's cost of capital more 

quickly than companies with moats.  

 

To assess the direction of the underlying competitive 

advantages, analysts perform ongoing assessments of 

the moat trend. A firm's moat trend is positive in cases 

where we think its sources of competitive advantage 

are growing stronger; stable where we don't anticipate 

changes to competitive advantages over the next 

several years; or negative when we see signs of 

deterioration. 

 

All the moat and moat trend ratings undergo periodic 

review and any changes must be approved by the 

Morningstar Economic Moat Committee, comprised of 

senior members of Morningstar's equity research 

department. 

 

2. Estimated Fair Value 

Combining our analysts' financial forecasts with the 

firm's economic moat helps us assess how long returns 

on invested capital are likely to exceed the firm's cost of 

capital. Returns of firms with a wide economic moat 

rating are assumed to fade to the perpetuity period over 

a longer period of time than the returns of narrow-moat 

firms, and both will fade slower than no-moat firms, 

increasing our estimate of their intrinsic value.  

 

Our model is divided into three distinct stages: 

 

Stage I: Explicit Forecast  

In this stage, which can last five to 10 years, analysts 

make full financial statement forecasts, including items 

such as revenue, profit margins, tax rates, changes in 

working-capital accounts, and capital spending. Based 

on these projections, we calculate earnings before 

interest, after taxes, or EBI, and the net new 

investment, or NNI, to derive our annual free cash flow 

forecast.  

 

Stage II: Fade  

The second stage of our model is the period it will take 

the company's return on new invested capital—the 

return on capital of the next dollar invested ("RONIC")—

to decline (or rise) to its cost of capital. During the Stage 

II period, we use a formula to approximate cash flows in 

lieu of explicitly modeling the income statement, 

balance sheet, and cash flow statement as we do in 

Stage I. The length of the second stage depends on the 

strength of the company's economic moat. We forecast 

this period to last anywhere from one year (for 

companies with no economic moat) to 10–15 years or 

more (for wide-moat companies). During this period, 

cash flows are forecast using four assumptions: an 

average growth rate for EBI over the period, a 

normalized investment rate, average return on new 

invested capital, or RONIC, and the number of years 

until perpetuity, when excess returns cease. The 

investment rate and return on new invested capital 

decline until the perpetuity stage is reached. In the case 

of firms that do not earn their cost of capital, we 

assume marginal ROICs rise to the firm's cost of capital 

(usually attributable to less reinvestment), and we may 

truncate the second stage.  

 

Stage III: Perpetuity 

Once a company's marginal ROIC hits its cost of capital, 

we calculate a continuing value, using a standard 

perpetuity formula. At perpetuity, we assume that any 

growth or decline or investment in the business neither 

creates nor destroys value and that any new investment 

provides a return in line with estimated WACC. 

 

Because a dollar earned today is worth more than a 

dollar earned tomorrow, we discount our projections of 

cash flows in stages I, II, and III to arrive at a total 

present value of expected future cash flows. Because we 

are modeling free cash flow to the firm—representing cash 

available to provide a return to all capital providers—we 

discount future cash flows using the WACC, which is a 

weighted average of the costs of equity, debt, and preferred 

stock (and any other funding sources), using expected 

future proportionate long-term market-value weights. 

 

Morningstar Research Methodology for Valuing Companies 
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Research Methodology for Valuing Companies 

 

3. Uncertainty Around That Fair Value Estimate 

Morningstar's Uncertainty Rating captures a range of likely 

potential intrinsic values for a company and uses it to 

assign the margin of safety required before investing, which 

in turn explicitly drives our stock star rating system. The 

Uncertainty Rating represents the analysts' ability to bound 

the estimated value of the shares in a company around the 

fair value estimate, based on the characteristics of the 

business underlying the stock, including operating and 

financial leverage, sales sensitivity to the overall 

economy, product concentration, pricing power, and 

other company-specific factors.  

 

Analysts consider at least two scenarios in addition to 

their base case: a bull case and a bear case. 

Assumptions are chosen such that the analyst believes 

there is a 25% probability that the company will perform 

better than the bull case, and a 25% probability that the 

company will perform worse than the bear case. The 

distance between the bull and bear cases is an 

important indicator of the uncertainty underlying the 

fair value estimate.  

 

Our recommended margin of safety widens as our 

uncertainty of the estimated value of the equity 

increases. The more uncertain we are about the 

estimated value of the equity, the greater the discount 

we require relative to our estimate of the value of the 

firm before we would recommend the purchase of the 

shares. In addition, the uncertainty rating provides 

guidance in portfolio construction based on risk 

tolerance. 

 

Our uncertainty ratings for our qualitative analysis are 

low, medium, high, very high, and extreme. 

 

× Low–margin of safety for 5-star rating is a 20% discount 

and for 1-star rating is 25% premium. 

× Medium–margin of safety for 5-star rating is a 30% 

discount and for 1-star rating is 35% premium. 

× High–margin of safety for 5-star rating is a 40% discount 

and for 1-star rating is 55% premium. 

× Very High–margin of safety for 5-star rating is a 50% 

discount and for 1-star rating is 75% premium. 

× Extreme–margin of safety for 5-star rating is a 75% 

discount and for 1-star rating is 300% premium. 

 

4. Market Price 

The market prices used in this analysis and noted in the 

report come from exchange on which the stock is listed, 

which we believe is a reliable source. 

 

For more details about our methodology, please go to 

https://shareholders.morningstar.com. 

 

 Morningstar Star Rating for Stocks 

Once we determine the fair value estimate of a stock, we 

compare it with the stock's current market price on a daily 

basis, and the star rating is automatically re-calculated at 

the market close on every day the market on which the 

stock is listed is open.  

Please note, there is no predefined distribution of stars. 

That is, the percentage of stocks that earn 5 stars can 

fluctuate daily, so the star ratings, in the aggregate, can 

serve as a gauge of the broader market's valuation. When 

there are many 5-star stocks, the stock market as a whole is 

more undervalued, in our opinion, than when very few 

companies garner our highest rating.  

 

We expect that if our base-case assumptions are true the 

market price will converge on our fair value estimate over 

time, generally within three years (although it is impossible 

to predict the exact time frame in which market prices may 

adjust).  

 

Our star ratings are guideposts to a broad audience and 

individuals must consider their own specific investment 

goals, risk tolerance, tax situation, time horizon, income 

needs, and complete investment portfolio, among other 

factors.  

 

The Morningstar Star Ratings for stocks are defined below: 

 

QQQQQ We believe appreciation beyond a fair risk-

adjusted return is highly likely over a multiyear time frame. 

The current market price represents an excessively 

pessimistic outlook, limiting downside risk and maximizing 

upside potential.  

 

QQQQ We believe appreciation beyond a fair risk-

adjusted return is likely.  

 

QQQ Indicates our belief that investors are likely to 

receive a fair risk-adjusted return (approximately cost of 

equity). 

 

QQ We believe investors are likely to receive a less than 

fair risk-adjusted return.  

 

Q Indicates a high probability of undesirable risk-adjusted 

returns from the current market price over a multiyear time 

frame, based on our analysis. The market is pricing in an 

excessively optimistic outlook, limiting upside potential and 

leaving the investor exposed to Capital loss.  

 Morningstar Equity Research Star Rating Methodology 
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Research Methodology for Valuing Companies 

 

Other Definitions 

 

Last Price: Price of the stock as of the close of the market 

of the last trading day before date of the report. 

 

Stewardship Rating: Represents our assessment of 

management's stewardship of shareholder capital, with 

particular emphasis on capital allocation decisions. Analysts 

consider companies' investment strategy and valuation, 

financial leverage, dividend and share buyback policies, 

execution, compensation, related party transactions, and 

accounting practices. Corporate governance practices are 

only considered if they've had a demonstrated impact on 

shareholder value. Analysts assign one of three ratings: 

"Exemplary," "Standard," and "Poor." Analysts judge 

stewardship from an equity holder's perspective. Ratings 

are determined on an absolute basis. Most companies will 

receive a Standard rating, and this is the default rating in 

the absence of evidence that managers have made 

exceptionally strong or poor capital allocation decisions. 

 

Quantitative Valuation: Using the below terms, intended to 

denote the relationship between the security's Last Price 

and Morningstar's quantitative fair value estimate for that 

security. 

 

× Undervalued: Last Price is below Morningstar's 

quantitative fair value estimate. 

× Fairly Valued: Last Price is in line with Morningstar's 

quantitative fair value estimate. 

× Overvalued: Last Price is above Morningstar's 

quantitative fair value estimate. 

 

Risk Warning 

Please note that investments in securities are subject to 

market and other risks and there is no assurance or 

guarantee that the intended investment objectives will be 

achieved. Past performance of a security may or may not be 

sustained in future and is no indication of future 

performance. A security investment return and an investor's 

principal value will fluctuate so that, when redeemed, an 

investor's shares may be worth more or less than their 

original cost. A security's current investment performance 

may be lower or higher than the investment performance 

noted within the report. Morningstar's Uncertainty Rating 

serves as a useful data point with respect to sensitivity 

analysis of the assumptions used in our determining a fair 

value price.  
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General Disclosure
The analysis within this report is prepared by the person(s)
noted in their capacity as an analyst for Morningstar’s equity
research group. The equity research group consists of
various Morningstar, Inc. subsidiaries (“Equity Research
Group)”. In the United States, that subsidiary is Morningstar
Research Services LLC, which is registered with and
governed by the U.S. Securities and Exchange Commission.

The opinions expressed within the report are given in good
faith, are as of the date of the report and are subject to
change without notice. Neither the analyst nor Equity
Research Group commits themselves in advance to whether
and in which intervals updates to the report are expected
to be made. The written analysis and Morningstar Star
Rating for stocks are statements of opinions; they are not
statements of fact.

The Equity Research Group believes its analysts make a
reasonable effort to carefully research information
contained in the analysis. The information on which the
analysis is based has been obtained from sources believed
to be reliable such as, for example, the company’s financial
statements filed with a regulator, company website,
Bloomberg and any other the relevant press sources. Only
the information obtained from such sources is made

available to the issuer who is the subject of the analysis,
which is necessary to properly reconcile with the facts.
Should this sharing of information result in considerable
changes, a statement of that fact will be noted within the
report. While the Equity Research Group has obtained data,
statistics and information from sources it believes to be
reliable, neither the Equity Research Group nor Morningstar,
Inc.performs an audit or seeks independent verification of
any of the data, statistics, and information it receives.

Unless otherwise provided in a separate agreement,
recipients accessing this report may only use it in the country
in which the Morningstar distributor is based. Unless stated
otherwise, the original distributor of the report is
Morningstar Research Services LLC, a U.S.A. domiciled
financial institution.

This report is for informational purposes only and has no
regard to the specific investment objectives, financial
situation or particular needs of any specific recipient. This
publication is intended to provide information to assist
institutional investors in making their own investment
decisions, not to provide investment advice to any specific
investor. Therefore, investments discussed and recommendations
made herein may not be suitable for all investors:  recipients
must exercise their own independent judgment as to the
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suitability of such investments and recommendations in the
light of their own investment objectives, experience,
taxation status and financial position.

The information, data, analyses and opinions presented
herein are not warranted to be accurate, correct, complete
or timely. Unless otherwise provided in a separate
agreement, neither Morningstar, Inc. or the Equity Research
Group represents that the report contents meet all of the
presentation and/or disclosure standards applicable in the
jurisdiction the recipient is located.

Except as otherwise required by law or provided for in a
separate agreement, the analyst, Morningstar, Inc. and the
Equity Research Group and their officers, directors and
employees shall not be responsible or liable for any trading
decisions, damages or other losses resulting from, or related
to, the information, data, analyses or opinions within the
report. The Equity Research Group encourages recipients of
this report to read all relevant issue documents (e.g.,
prospectus) pertaining to the security concerned, including
without limitation, information relevant to its investment
objectives, risks, and costs before making an investment
decision and when deemed necessary, to seek the advice
of a legal, tax, and/or accounting professional.

The Report and its contents are not directed to, or intended
for distribution to or use by, any person or entity who is a
citizen or resident of or located in any locality, state, country
or other jurisdiction where such distribution, publication,
availability or use would be contrary to law or regulation or
which would subject Morningstar, Inc. or its affiliates to any
registration or licensing requirements in such jurisdiction.

Where this report is made available in a language other
than English and in the case of inconsistencies between the
English and translated versions of the report, the English
version will control and supersede any ambiguities
associated with any part or section of a report that has been

issued in a foreign language. Neither the analyst,
Morningstar, Inc., or the Equity Research Group guarantees
the accuracy of the translations.

This report may be distributed in certain localities, countries
and/or jurisdictions (“Territories”) by independent third
parties or independent intermediaries and/or distributors
(“Distributors”). Such Distributors are not acting as agents
or representatives of the analyst, Morningstar, Inc. or the
Equity Research Group. In Territories where a Distributor
distributes our report, the Distributor is solely responsible
for complying with all applicable regulations, laws, rules,
circulars, codes and guidelines established by local and/or
regional regulatory bodies, including laws in connection
with the distribution third-party research reports.

Conflicts of Interest:

• No interests are held by the analyst with respect to the
security subject of this investment research report.
– Morningstar, Inc. may hold a long position in the security
subject of this investment research report that exceeds
0.5% of the total issued share capital of the security. To
determine if such is the case, please click
http://msi.morningstar.com and http://mdi.morningstar.com.•
Analysts' compensation is derived from Morningstar, Inc.'s
overall earnings and consists of salary, bonus and in some
cases restricted stock.

• Neither Morningstar, Inc. or the Equity Research Group
receives commissions for providing research nor do they
charge companies to be rated.

• Neither Morningstar, Inc. or the Equity Research Group is
a market maker or a liquidity provider of the security noted
within this report.

• Neither Morningstar, Inc. or the Equity Research Group
has been a lead manager or co-lead manager over the
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previous 12-months of any publicly disclosed offer of
financial instruments of the issuer.

• Morningstar, Inc.’s investment management group does
have arrangements with financial institutions to provide
portfolio management/investment advice some of which an
analyst may issue investment research reports on. However,
analysts do not have authority over Morningstar's
investment management group's business arrangements
nor allow employees from the investment management
group to participate or influence the analysis or opinion
prepared by them.

• Morningstar, Inc. is a publicly traded company (Ticker
Symbol:  MORN) and thus a financial institution the security
of which is the subject of this report may own more than
5% of Morningstar, Inc.’s total outstanding shares. Please
access Morningstar, Inc.’s proxy statement, “Security
Ownership of Certain Beneficial Owners and Management”
section https: //shareholders.morningstar.com/investor-re
lations/financials/sec-filings/default.aspx

• Morningstar, Inc. may provide the product issuer or its
related entities with services or products for a fee and on
an arms’ length basis including software products and
licenses, research and consulting services, data services,
licenses to republish our ratings and research in their
promotional material, event sponsorship and website
advertising.

Further information on Morningstar, Inc.'s conflict of interest
policies is available from http://global.morningstar.com/e
quitydisclosures. Also, please note analysts are subject to
the CFA Institute’s Code of Ethics and Standards of
Professional Conduct.

For a list of securities which the Equity Research Group
currently covers and provides written analysis on please
contact your local Morningstar office. In addition, for

historical analysis of securities covered, including their fair
value estimate, please contact your local office.

For Recipients in Australia: This Report has been issued and
distributed in Australia by Morningstar Australasia Pty Ltd
(ABN:  95 090 665 544; ASFL:  240892). Morningstar
Australasia Pty Ltd is the provider of the general advice (‘the
Service’) and takes responsibility for the production of this
report. The Service is provided through the research of
investment products. To the extent the Report contains
general advice it has been prepared without reference to
an investor’s objectives, financial situation or needs.
Investors should consider the advice in light of these matters
and, if applicable, the relevant Product Disclosure
Statement before making any decision to invest. Refer to
our Financial Services Guide (FSG) for more information at
http://www.morningstar.com.au/fsg.pdf .

For Recipients in Hong Kong: The Report is distributed by
Morningstar Investment Management Asia Limited, which
is regulated by the Hong Kong Securities and Futures
Commission to provide services to professional investors
only. Neither Morningstar Investment Management Asia
Limited, nor its representatives, are acting or will be deemed
to be acting as an investment advisor to any recipients of
this information unless expressly agreed to by Morningstar
Investment Management Asia Limited. For enquiries
regarding this research, please contact a Morningstar
Investment Management Asia Limited Licensed Representative
at http://global.morningstar.com/equitydisclosures .

For Recipients in India: This Investment Research is issued
by Morningstar Investment Adviser India Private Limited.
Morningstar Investment Adviser India Private Limited is
registered with the Securities and Exchange Board of India
(Registration number INA000001357) and provides
investment advice and research. Morningstar Investment
Adviser India Private Limited has not been the subject of
any disciplinary action by SEBI or any other legal/regulatory
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body. Morningstar Investment Adviser India Private Limited
is a wholly owned subsidiary of Morningstar Investment
Management LLC. In India, Morningstar Investment Adviser
India Private Limited has one associate, Morningstar India
Private Limited, which provides data related services,
financial data analysis and software development.

The Research Analyst has not served as an officer, director
or employee of the fund company within the last 12 months,
nor has it or its associates engaged in market making activity
for the fund company.

*The Conflicts of Interest disclosure above also applies to
relatives and associates of Manager Research Analysts in
India # The Conflicts of Interest disclosure above also
applies to associates of Manager Research Analysts in
India. The terms and conditions on which Morningstar
Investment Adviser India Private Limited offers Investment
Research to clients, varies from client to client, and are
detailed in the respective client agreement.

For recipients in Japan: The Report is distributed by Ibbotson
Associates Japan, Inc., which is regulated by Financial
Services Agency. Neither Ibbotson Associates Japan, Inc.,
nor its representatives, are acting or will be deemed to be
acting as an investment advisor to any recipients of this
information.

For recipients in Singapore: This Report is distributed by
Morningstar Investment Adviser Singapore Pte Limited,
which is licensed by the Monetary Authority of Singapore
to provide financial advisory services in Singapore. Investors
should consult a financial adviser regarding the suitability
of any investment product, taking into account their specific
investment objectives, financial situation or particular
needs, before making any investment decisions.
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Ticker Price Rating
AEP 90.28 Neutral
ALE 85.92 Neutral
D 76.85 Buy
DUK 88.45 Buy
ED 87.24 Neutral
EXC 47.57 Buy
LNT 49.93 Neutral
NWN 71.04 Sell
PNW 93.59 Neutral
SO 55.27 Neutral
WEC 86.31 Buy

 

 Power, Utilities & Alternative Energy July 22, 2019

The Guggenheim Daily Transmission: DUK, NWN,
EXC, SO, AEP, D, PNW, ALE, LNT, WEC, ED, Santee
Cooper, FERC, CAISO, MA

For Guggenheim's Hosted Client Utility Events including
Annual TX Power, Gas and Wires Bus Tour as well as NDR
Schedule Please Scroll Down

DUK/Piedmont Gas – Staff filed testimony in Piedmont Gas’ rate case

NWN – WUTC Staff file testimony in rate case in support of decoupling

EXC – MD PSC Staff file Memorandum on Appeal of law judge’s proposed order for
Pepco

EXC/FERC – Parties file positions in Mystic ROE case

SO – MEAG completed debt issuance to support Vogtle’s construction

MA/Offshore wind – Vineyard Wind still not getting all required permits to proceed

Santee Cooper – Board approved $15M consulting fees for the sale study

AEP/I&M – I&M opposing Indiana Coal Council (ICC)’s petition to intervene

D – Order on VEPCO’s clarification filing regarding the ICC’s approval of the IRP

PNW – ACC sends letter to APS formally requesting CEO Brandt’s appearance

EXC/IL – FBI reportedly raids house of former ComEd lobbyist

ALE/LNT/WEC – ATC transmission project in WI continues to draw scrutiny

ED – More than 50,000 customers reported with lost power due to proactive shutoff in
Brooklyn

CAISO/FERC – La Poloma files supplement in request for rehearing

DUK/ iedmont Gas – Staff filed testimony in Piedmont Gas’ rate case

• The NC PUC staff has filed testimony in Piedmont Gas’ rate case (Docket G-9 Sub 743).

• The staff recommends an ROE of 9.13% vs. the ask of 10.60% and an equity ratio of
49.21% vs. the ask of 52%.

Guggenheim takeaway: Good progress on the case as we continue to monitor. While
the staff’s recommendations appear to be lower than the currently authorized parameters
approved (recommended ROE of 9.13% vs. authorized ROE of 10.0% and recommended
equity ratio of 49.21% vs. authorized equity ratio of 50.66%), we note that staff’s
recommendations provide a starting data point for negotiations in the case and typically
represents the floor. Midpoint of bid/ask in line with our model.

NWN – WUTC Staff file testimony in rate case in support of decoupling

• WUTC Staff have provided testimony regarding intevenor Public Counsel’s stance on
decoupling within the context of the current rate case.
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• Staff continues to support the revenue-per-customer decoupling mechanism presented
in the Decoupling Agreement.

• See HERE.

Guggenheim takeaway: Washington remains a much smaller (~10%) portion of NWN’s
rate base.

EXC – MD PSC Staff file Memorandum on Appeal of law judge’s proposed order for
Pepco

• The MD PSC Staff have filed their Memorandum on Appeal addressing 3 issues they
have, including the company’s proposed $400mm 69kv resiliency program.

• “The Proposed Order of the Public Utility Law Judge Erroneously Treats Resiliency
Improvements as Reliability Improvements Thereby Overcompensating Pepco for
Ordinary Repairs Required to Be Performed by a Public Service Company”

• Docket HERE.

Guggenheim takeaway: Heads up. EXC continues to make strong progress towards
improving its earned ROEs at the PHI utilities.

EXC/FERC – Parties file positions in Mystic ROE case

• Multiple parties, including FERC trial staff, have filed their position in the ongoing Mystic
cost of service docket, with Trial Staff.

• See FERC Trial Staff HERE.

Guggenheim takeaway: Procedural heads up – we continue to monitor.

SO – MEAG completed debt issuance to support Vogtle’s construction

• MEAG, one of the four owners of Vogtle 3&4 plants, has issued $619M in debt to finance
its portion of the construction cost for the plants.

Guggenheim takeaway: Good to know. We note that following the re-baselining updates
on 1Q19, the next important data point to watch for Vogtle is the earned hours ramp up at
the site to 160K weekly between late August through summer of 2020 to provide a ~6 month
cushion vs. the current regulatory deadline to put the two units into service in November
2021/22.

MA/Offshore wind – Vineyard Wind still not getting all required permits to proceed

• In case you missed it, the 800-MW Vineyard project (scheduled in-service in 2022) is still
waiting for its Final Environmental Impact Statement (FEIS).

• The project’s developer warned that it will face difficulties in carrying out the project as
proposed if a FEIS is not received in the next four to six weeks.

Guggenheim takeaway: A good data point for all the offshore wind developers in the region
as it highlights the challenges and risks associated with offshore wind construction and why
we continue to remain somewhat cautious around the exuberance. We will continue to track
the progress on this project. The experience of Vineyard Wind will help inform us on the
off-shore wind projects that ES is pursuing with its JV partner as we are still trying to get
comfortable with the risk profiles associated with these projects.

Santee Cooper – Board approved $15M consulting fees for the sale study

• Santee Cooper’s board has approved the funding of $15M toward the potential sale study.

• Recall that this $15M will close the gap between the total consulting and advisory fees
of $20M and the budget of $5M allocated for the potential sale by the lawmakers.

Guggenheim takeaway: We will continue to monitor the sale process of Santee Cooper.
Recall that DUK and NEE are among potential bidders for both an MSA and outright
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acquisition, whereas Dominion has stated it is only interested in an MSA. For more details
see our DUK NDR, D NDR, and 2019 Outlook.

AEP/I&M – I&M opposing Indiana Coal Council's (ICC) petition to intervene

• I&M is opposing to ICC’s intention to be an intervenor in the case (Docket 45235-NONE)
on the basis that the ICC lacks a “substantial interest” in the case.

Guggenheim takeaway: Heads up. Normal course of a rate case as we continue to monitor
the progress of the case.

D – Order on VEPCO’s clarification filing regarding the ICC’s approval of the IRP

• Following VEPCO’s clarification filing regarding the ICC’s approval of its IRP (Docket
PUR-2018-00065), the ICC has issued an order in response to this filing specifying that:
◦ The directives in the final order will not apply to the 2019 update filing and the company

will make its own decision on what is best as a “narrative summary” to be filed in the
update filing.

◦ The ICC confirmed that the methods that VEPCO used under Directives 1, 6, and 7
are valid for future IRPs.

Guggenheim takeaway: For your awareness. The update filing is in Sep. 2019 and the
next full filing is in May 2020.

PNW – ACC sends letter to APS formally requesting CEO Brandt’s appearance

• The ACC’s 5 commissioners have sent a letter to APS requesting the presence of CEO
Don Brandt on the afternoon of the August 7th open meeting.

• See HERE.

• The matter concerns the deaths of customers from utility shutoffs, and comes shortly after
several AZ coops reportedly asked the ACC to reconsider or reformulate its approach
to the issue.

Guggenheim takeaway: Not particularly surprising after the commissioners made
overtures about requesting Brandt’s presence earlier this year, however it’s now official.
Stay tuned…

EXC/IL – FBI reportedly raids house of former ComEd lobbyist

• The FBI has reportedly raided the home of a former ComEd lobbyist and close friend of IL
House speaker Madigan, with the Chicago Tribune drawing a line to EXC’s 8k disclosure
last week of a subpoena from the U.S. Attorney’s Office for the Northern District of Illinois.

• See HERE.

Guggenheim takeaway: A developing situation we continue to monitor. It is unclear at this
time whether this may have some negative read through to energy policy efforts in the state
heading into the fall veto session given Madigan’s centrality to any legislative movement.
Very much a stay-tuned situation…

ALE/LNT/WEC – ATC transmission project in WI continues to draw scrutiny

• Several WI state senators have reportedly sent a letter to the PSC over the Cardinal-
Hickory Creek project noting, “many of the residents we represent do not believe that
there is a quantifiable need for more transmission.”

• See HERE.

Guggenheim takeaway: The project has seen some pushback from residents this year, but
it remains to be seen if this is just noise. The PSC reportedly has until the end of September
to issue the CPNC.
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ED – More than 50,000 customers reported with lost power due to proactive shutoff
in Brooklyn

• CECONY reported proactive power shutoffs to protect utility equipment from severe
damage due to high load and extreme heat in the NYC service territory.

• Bloomberg reported numbers ranged from 30-50,000 customers without power.

Guggenheim takeaway: For your awareness. It is unclear if any permanent damage has
been incurred, but the multi-day heat wave that caused shutoffs could last until Tuesday.
While the headlines are negative, it is unclear how the regulator will respond at this time.

CAISO/FERC – La Poloma files supplement in request for rehearing

• “The Federal Energy Regulatory Commission (the “Commission” or “FERC”) should grant
rehearing in this matter because statements it relied upon in denying the complaint have
been undermined or contradicted,” by statements filed by CAISO.

• See HERE.

• Harvard’s Peskoe sees a tough climb.

Guggenheim takeaway: Minor FYI.
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Equity Research | Corporate Access

DUK Conference Call: Will North Carolina S559
Pass?
Join us for a 30 minute conference call with Michael Houser on the
prospects for S559/H624 storm securitization legislation to pass the
North Carolina General Assembly. Michael brings 22 years of
experience working at the NC General Assembly and subsequently as a
lobbyist.

Please note that Michael Houser’s participation in this client event does not

constitute lobbying on behalf of Guggenheim.

Date and Time

Wednesday, July 24, 2019

3:00pm ET

Topics to be discussed include:

- Will the House garner enough votes?
- Timing of events and status of negotiations
- What the House version of S559 could ultimately look like
- Reconciliation scenarios between House and Senate versions
- Overview of the landscape of key stakeholders and opponents
- Key negotiation points
- Will the governor ultimately sign?
- Among other items

Date and Time

Wednesday, July 24, 2019

3:00pm ET

Call Format

20-25 minute speaker discussion session followed by audience Q&A

Dial-in

Dial-in: 1.888.771.4371

Password: Please contact your Guggenheim Sales Representative for the

Conference Call Password

Speaker Bio

Michael Houser is President and CEO of The Houser Consulting Group, LLC, a

government relations lobbying firm. Previously, Michael worked for 5 years as the

Director of Legislative Affairs for the North Carolina Department of Revenue. Prior to

this, he was Assistant Secretary for Tax Administration at the North Carolina

Department of Revenue. He also worked as a Government Relations Specialist at

the North Carolina Association of Educators for 5 years, as well as a Legislative

Reporter/Assistant Editor at NC Insider (a subsidiary of the News and Observer).
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Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour
 

 

Equity Research  |  Corporate Access 

Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour 
Please join us in the Lone Star state for two days of meetings in Dallas and 

Houston, featuring C-Suite from Vistra, Sempra (Oncor), CenterPoint, NRG 

and Entergy. We will be focused on several sector themes including ERCOT 

market dynamics, de-regulated power markets and regulated T&D growth 

opportunities in and outside of TX, with the trip conveniently timed with the 

all-important peak summer season and Q3 earnings. 

Dates and Locations 

September 19 | Dallas 
September 20 | Houston 

Thursday, September 19 | Dallas 

10:00 AM |Vistra Energy Corp. (VST) 
David Campbell, CFO and team 

1:00 PM | Sempra Energy (SRE) / Oncor 
Allen Nye, CEO; Don Clevenger, CFO and other management team members 

Fly to Houston and have dinner with Guggenheim Team 

 

Friday, September 20 | Houston  
8:00 AM | CenterPoint Energy, Inc. (CNP) 

Xia Liu, CFO and team 

10:00 AM | NRG Energy Inc. (NRG) 
Mauricio Gutierrez, CEO; Elizabeth Killinger, Head of Mass Retail; Robert Gaudette, Head of 
Business Solutions 

1:00 PM | Entergy Corporation (ETR) 

C-Suite meetings hosted by Entergy at their Entergy Texas utility (close distance from airport) 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 

Logistics 

Transportation details, logistics and hotel recommendations to follow 
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Dinner with Eversource Senior Managment - August 12th in NYC
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Guggenheim's 2019 EEI Schedule

Invite: 54th EEI Financial Conference 

Dates 
November 10-12, 2019 

Company Dinners (Hosted by Guggenheim) 

 

 

Company Meetings 
*More Utilities will be added and we will update schedule accordingly* 

 

 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 
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Guggenheim's Power & Utility Comp Sheet

Price as of CloseFriday, July 19, 2019 Guggenheim Consensus

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

Cap ($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AEP American Electric Power 44.7 Neutral $82 $90.28 3.1% 62% 493 4.20 4.44 4.71 4.93 21.5 20.3 19.2 18.3 4.13 4.40 4.68 4.94 21.9 20.5 19.3 18.3

ALE ALLETE 4.4 Neutral $86 $85.92 3.0% 65% 52 3.65 3.91 4.20 4.30 23.6 22.0 20.5 20.0 3.59 3.86 4.12 4.30 24.0 22.3 20.8 20.0

AVA Avista* 3.0 Neutral $43 $45.83 3.6% 79% 66 1.89 2.05 2.23 2.41 24.3 22.3 20.5 19.0 2.24 1.98 2.14 2.41 20.5 23.1 21.4 19.0

CMS CMS Energy 16.6 Neutral $59 $58.26 2.8% 61% 284 2.50 2.69 2.88 3.07 23.3 21.7 20.3 19.0 2.50 2.67 2.87 3.07 23.3 21.8 20.3 19.0

DUK Duke Energy 64.4 Buy $99 $88.45 4.4% 75% 728 5.00 5.26 5.57 5.91 17.7 16.8 15.9 15.0 4.92 5.19 5.44 5.80 18.0 17.1 16.3 15.3

ED Consolidated Edison 28.6 Neutral $89 $87.24 3.5% 66% 327 4.36 4.61 4.79 4.94 20.0 18.9 18.2 17.7 4.35 4.57 4.77 4.89 20.1 19.1 18.3 17.8

EIX Edison International* 22.9 Suspended NA $70.17 NA NA 326 NA NA NA NA NA NA NA NA 4.67 4.68 4.77 4.95 15.0 15.0 14.7 14.2

ES Eversource Energy 24.8 Neutral $76 $76.77 3.0% 62% 321 3.49 3.68 3.86 4.05 22.0 20.9 19.9 19.0 3.46 3.66 3.87 4.08 22.2 21.0 19.8 18.8

ETR Entergy 20.1 Buy $111 $105.60 3.6% 69% 190 5.30 5.53 5.91 6.31 19.9 19.1 17.9 16.7 5.29 5.49 5.82 6.16 20.0 19.2 18.1 17.1

EVRG Evergy 14.8 Buy $65 $60.79 3.4% 67% 244 2.93 3.14 3.32 3.52 20.8 19.3 18.3 17.3 2.90 3.16 3.32 3.52 21.0 19.3 18.3 17.3

FE FirstEnergy 23.2 Buy $49 $43.49 3.6% 63% 531 2.46 2.51 2.66 2.81 17.6 17.3 16.3 15.5 2.51 2.48 2.63 2.79 17.3 17.5 16.5 15.6

LNT Alliant Energy 11.9 Neutral $44 $49.93 3.0% 64% 236 2.26 2.37 2.50 2.69 22.1 21.0 20.0 18.6 2.25 2.43 2.54 2.66 22.1 20.6 19.7 18.7

PCG PG&E Corporation* 9.4 Suspended NA $17.79 0.0% 0% 529 NA NA NA NA NA NA NA NA 3.81 4.03 3.94 3.65 4.7 4.4 4.5 4.9

PNW Pinnacle West 10.5 Neutral $104 $93.59 3.4% 63% 112 4.84 5.04 5.28 5.63 19.4 18.6 17.7 16.6 4.85 5.06 5.33 5.62 19.3 18.5 17.6 16.7

POR Portland General Electric 4.9 Neutral $50 $54.61 2.9% 63% 89 2.45 2.54 2.68 2.75 22.3 21.5 20.3 19.9 2.45 2.55 2.70 2.76 22.3 21.4 20.3 19.8

PPL PPL Corporation 21.8 Neutral $34 $30.17 5.5% 66% 722 2.44 2.51 2.50 2.66 12.4 12.0 12.1 11.3 2.43 2.53 2.52 2.66 12.4 11.9 12.0 11.3

SO Southern Company 57.8 Neutral $56 $55.27 4.6% 81% 1041 3.05 3.15 3.31 3.46 18.1 17.6 16.7 16.0 3.02 3.16 3.27 3.49 18.3 17.5 16.9 15.8

WEC WEC Energy 27.2 Buy $81 $86.31 2.9% 67% 315 3.52 3.73 3.98 4.26 24.5 23.1 21.7 20.3 3.51 3.73 3.97 4.25 24.6 23.1 21.8 20.3

*Average (Excl. PPL for P/E) 3.4% 67% 21.1 20.0 18.9 17.9 21.0 20.1 19.0 18.0

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NI NiSource 10.9 Buy $31 $29.20 2.7% 61% 373 1.32 1.37 1.47 1.58 22.1 21.2 19.8 18.5 1.31 1.39 1.48 1.59 22.4 21.1 19.8 18.4

NJR New Jersey Resources 4.5 Neutral $45 $49.84 2.4% 60% 89 1.99 2.19 2.36 2.54 25.0 22.8 21.2 19.6 2.00 2.20 2.40 2.54 24.9 22.7 20.8 19.6

NWN NW Natural Gas 2.2 Sell $56 $71.04 2.7% 79% 30 2.40 2.50 2.62 2.67 29.6 28.4 27.2 26.6 2.39 2.53 2.65 2.71 29.7 28.0 26.8 26.2

SJI South Jersey Industries 3.1 Buy $35 $33.06 3.5% 105% 92 1.12 1.60 1.74 1.90 29.6 20.7 19.0 17.4 1.10 1.60 1.74 - 29.9 20.7 19.0 -

SR Spire 4.3 Neutral $86 $84.95 2.8% 63% 51 3.78 3.98 4.13 4.41 22.5 21.3 20.6 19.3 3.74 3.91 4.07 4.41 22.7 21.7 20.9 19.3

Average 2.8% 74% 25.8 22.9 21.5 20.3 25.9 22.8 21.4 20.9

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

EXC Exelon 46.2 Buy $53 $47.57 3.0% 45% 971 3.16 3.05 3.02 3.08 15.0 15.6 15.8 15.5 3.14 3.13 3.09 3.31 15.1 15.2 15.4 14.4

PEG PSEG 30.5 Buy $64 $60.18 3.1% 58% 505 3.23 3.50 3.60 3.73 18.6 17.2 16.7 16.1 3.26 3.49 3.59 3.87 18.5 17.3 16.8 15.6

Average 3.1% 52% 16.8 16.4 16.3 15.8 16.8 16.2 16.1 15.0

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA Adjusted EBITDA EV / EBITDA

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NRG NRG Energy 9.4 Buy $51 $35.14 0.3% 0% 267 1,975 1,890 1,842 1,799 7.6 7.6 7.5 7.7 2,023 1,956 1,828 1,936 7.1 7.4 7.9 NA

VST Vistra Energy 10.5 Buy $39 $21.83 2.3% 0% 483 3,367 3,315 3,379 3,481 6.4 6.4 6.1 5.7 3,358 3,317 3,102 3,733 6.0 5.9 5.7 NA

Average 7.0 7.0 6.8 6.7 6.5 6.6 6.8 NA

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CNP CenterPoint 14.5 Buy $34 $28.64 4.1% 69% 502 1.70 1.84 1.96 2.07 16.9 15.6 14.6 13.8 1.65 1.81 1.93 2.08 17.4 15.8 14.8 13.8

D Dominion 61.7 Buy $86 $76.85 4.8% 86% 802 4.24 4.44 4.68 4.92 18.1 17.3 16.4 15.6 4.19 4.41 4.66 4.90 18.3 17.4 16.5 15.7

DTE DTE Energy 23.6 Buy $140 $128.79 2.9% 60% 183 6.25 6.67 7.18 7.59 20.6 19.3 17.9 17.0 6.24 6.58 7.05 7.50 20.6 19.6 18.3 17.2

NEE NextEra 100.6 Buy $230 $209.73 2.4% 59% 479 8.46 9.20 9.94 10.59 24.8 22.8 21.1 19.8 8.40 9.07 9.82 10.48 25.0 23.1 21.4 20.0

OGE OGE Energy 8.6 Neutral $41 $42.74 3.5% 70% 200 2.14 2.30 2.41 2.51 20.0 18.6 17.7 17.0 2.14 2.30 2.42 2.52 20.0 18.6 17.7 17.0

SRE Sempra Energy 38.4 Buy $133 $140.05 2.8% 64% 274 6.10 7.26 7.66 7.96 23.0 19.3 18.3 17.6 6.04 6.99 7.77 7.96 23.2 20.0 18.0 17.6

Average 3.3% 68% 20.6 18.8 17.7 16.8 20.7 19.1 17.8 16.9

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AWK American Water Works 20.8 Neutral $105 $114.98 1.7% 54% 181 3.61 3.96 4.27 4.60 31.9 29.0 26.9 25.0 3.59 3.89 4.22 4.74 32.0 29.6 27.2 24.3

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA Adjusted EBITDA EV / EBITDA

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CWEN Clearway Energy 3.9 Suspended NA $17.86 NA NA 183 NA NA NA NA NA NA NA NA 986 1,063 1,086 NA 9.1 8.6 7.7 -

NEP NextEra Energy Partners 2.8 Buy $56 $50.63 4.0% NA 56 1,276 1,383 1,532 1,660 9.1 8.9 8.9 0.0 1,155 1,361 1,586 1,647 10.1 9.0 8.6 8.2

(1) Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2) Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3) Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4) IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5) Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).
Source: Bloomberg, Guggenheim Securities, LLC estimates.

Rating

Regulated Electric Utilities (1) Rating

Integrated Utilities (3) Rating

Rating
Independent Power Producers

(IPPs) (4)

Regulated Gas Utilities (2) Rating

Other Rating

Multi-Industry Utilities (5) Rating
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Share Price Performance (Year-to-Date)

Note: We are currently restricted on EIX and PCG
(1)  Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3)  Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5)  Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).
Source:  Bloomberg, Guggenheim Securities, LLC estimates.
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Guggenheim 2019 Non Deal Roadshow Schedule

MORE TO BE ADDED…

Ticker Dates Regions Ticker Dates Regions

Commissioner
Roundtable

1/23 NYC CWEN 6/13-6/14 Midwest

FE 1/22-1/23 Boston/NYC SJI 6/19 NYC/NJ/CT

D 2/25-2/26 Boston/NYC PEG 6/24-6/26 Midwest

WEC 2/28-3/1 West Coast AWK 7/9-7/10 Midwest

EXC 3/7-3/8 Dallas/Houston SRE 7/17-7/18 West Coast

PNW 3/11-3/13 Midwest ES (Dinner) 8/12 NYC

ALE 4/2-4/4 West Coast SJI 8/14 Boston

DTE 4/5 Boston EVRG 8/20-8/21 Midwest

ED 4/24 NYC ED 8/22 Boston

POR 4/29-4/30 West Coast SJI 9/4 NYC

VST 5/8-5/9 West Coast ETR 9/12-9/13 TBD

PPL 5/22-5/23 NYC
Texas Trip
(CNP, ETR, NRG,
SRE, VST)

9/19-9/20 Dallas/Houston

DTE 5/29-5/30 NYC NEE 10/3-10/4 Midwest

LNT 6/4 Boston CMS 11/21-11/22 Texas

DUK 6/6-6/7 Midwest
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Key Events Calendar - Week of 7/22

Date Ticker Event / Proceeding Utility State Docket Description

07/22 NWN Gas Rate Case NW Natural WA D-UG-181053 Company rebuttal due

07/24 DTE IRP DTE Electric MI U-20471 Testimony  (Staff/Intervenor) 

07/24 EXC Electric Rate Case Pepco MD MD D-9602 Response to ALJ proposal

07/29 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Expiration of Discovery Period 

07/31 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Stipulation or Settlement Filed

08/01 CMS Gas Rate Case Consumers Energy Co. MI C-U-20322
ALJ proposed decision expected in gas 
rate case

08/01 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 OCA & Intervenor Direct Testimony 

08/02 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Response of Non-participating Parties

08/08 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Hearing (at least 50 days before rates) 

08/13 EXC Electric Rate Case Pepco MD MD D-9602 Final order due

8/14/8/15 NWN Gas Rate Case NW Natural WA D-UG-181053 Evidentiary Hearings

08/15 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002 OCA & Intervenor Direct Testimony 

08/22 DTE IRP DTE Electric MI U-20471 Rebuttal Testimony     

08/26 DTE IRP DTE Electric MI U-20471 Motions to Strike 

08/26 DTE IRP DTE Electric MI U-20471 Cost Estimate Update  

06/30 EXC Electric Rate Case Atlantic City Electric NJ D-ER18080925 Decision Expected

08/30 DTE IRP DTE Electric MI U-20471 Responses to Motions 

08/30 DTE IRP DTE Electric MI U-20471 Responses to Cost Update     

08/30 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 IPL Reply Testimony 

9/1-30 AEP Electric Rate Case Public Service of Oklahoma OK PUD201800097 Decision possible

09/02 EIX Risk Assesment SCE CA I1811006
SCE files its Test Year 2021 GRC 
application with RAMP results, serves 

09/10 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002 IPL Reply Testimony 

09/10 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 OCA & Intervenor Rebuttal

09/11 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Commission Order

09/16 CNP AR FRP CenterPoint Energy AR AR 17-010-FR CEA Revised Attachment A.i

09/16 LNT Electric Rate Case IPL - Electric IA RPU-2019-0002 Prehearing Briefs/Statement of Issues

09/19 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Staff/Intervenors' Response 

09/20 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 Notice of settlement

09/26 NWN Gas Rate Case NW Natural WA D-UG-181053 Post hearing briefs due

09/30 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002 Prehearing Briefs/Statement of Issues

10/01 CNP AR FRP CenterPoint Energy AR AR 17-010-FR CEA Rate Adjustment

10/01 DTE IRP DTE Electric MI U-20471 Briefs    

10/03 LNT Gas Rate Case IPL - Gas IA RPU-2019-0001 Notice of settlement

10/7-10/9 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 Hearing

10/10 NWN Gas Rate Case NW Natural WA D-UG-181053 Reply briefs due
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Key Research

Guggenheim's Forward Commodity Curves

• Forward Commodity Curves for Power & Utility Modeling

Key Industry Research
1. Utility and IPP 2Q19 Model Sweep

2. ERCOT: Guggenheim Texas Power Market Luncheon Recap
3. Illinois Policy: In the Land of Lincoln, Uncertainty Reigns
4. Policy Speaker Series Recap on Energy and Capacity: Perpetual State of Reforms Same as It Ever Was
5. Open Dialogue with MO, WA Commissioners - Walking Away Incrementally Positive on Both Jurisdictions
6. Major Change at CPUC Cometh? Follow Up on Potential CPUC Movements, Governor's Chance to Reset CPUC Agenda
7. 2019 Utility Outlook: We Didn’t Hear A Bell… “Nothing's Over 'Til It's Over;” One More Round for Utilities
8. California Wildfire Wrap – You Can Check Out, but You Can Never Leave
9. Guggenheim's 2018 EEI Summary
10. Guggenheim EEI Takeaways - Day 3
11. Guggenheim EEI Takeaways - Day 2
12. Guggenheim EEI Takeaways - Day 1
13. Guggenheim EEI - Investor Question Bank
14. PJM: No Country for Common Ground; Reply Briefs Land at FERC
15. PJM: You May Ask Yourself, Well How Did I Get Here? Back to the Commission for the Main Show
16. Coal/Nuclear: Will Politics “Trump” Reality
17. CA Policy Crash Course: Don’t Hold Your Breath For a Wildfire Resolution….
18. February Meter Reading - Yield “Almost” Catching Up with Utility Valuations; Lowering Our PTs and Looking Beyond Bond

Surrogates
19. PJM Capacity Auction: Introducing Prelim-2021/22 Pricing Forecasts – Well…It’s Not Getting Much Worse, Projected Pricing Mixed
20. Guggenheim-Hosted Power Brunch with State Utility Commissioners
21. Checking for a “Pulse” - Regulated Utility Valuations Losing Altitude, Now Fairly Valued vs. Bond Yields, and Showing Subsector

Variance
22. 2018 Outlook: An Absolute Shop Thinking in Relative Terms
23. Yo, Adrian! DOE Gets Knocked Down, But Power Market Reform Not Out – One More Round

Key Company Research
1. AWK NDR: No Water Shortages Here; Growth Not Drying Up Anytime Soon
2. NJR: Upgrade to NEUTRAL (from SELL) as Laggard Performance Balances OK with Fundamental Outlook
3. PEG NDR: NJ Clean Energy Agenda and Dipping the Toes in the Jersey Shore
4. SJI NDR: Tale from the Road - In the Market for a Value Play w/Solid Growth Prospects? … Look No Further
5. PPL - A Quandary Unlike Any Other
6. NEE/NEP: High End Is the New Low End, When You Think the Runway Ends, “They’re Just Getting Started”; Raising PT
7. SJI: Revising to BUY - Back In Jersey’s Hands & Steering The Ship Into Calmer (Mostly Regulated) Waters
8. LNT: For a Good Night’s Sleep, Take Alliant
9. NRG: More Down‘Stream’ Retail Expansion
10. VST NDR - What’s with All the Fuss… We Would Be Aggressive Buyers Here
11. ED NDR: Ripe in the Big Apple… - Solid Utility? Yes… But Undervalued? That’s Debatable
12. D: Guggenheim Policy Speaker, Atlantic Coast Pipeline Discussion | The Project Will Be Built
13. ALE NDR: TA-CO-NITE! Winds of Change Are Blowing in the Right Direction…
14. DTE – On the Road with Mgmt. – 80/20 Rule Need Not Apply; Solid Strategy, Supported by Good People
15. CMS – MPSC Telegraphing Constructive Regulatory Signals in CMS Gas Rate Case – Solid Footing
16. SRE: Simplicity is the Ultimate Sophistication…
17. VST: Another Day, Another Illinois Policy Proposal
18. D: Msg Delivered on Time/on Budget; Inline Analyst Day Cements Solid Base to Work Off Of--Execution/Patience is Key
19. VST: Clearing the Air in Illinois: MPS Resolution Draws Closer
20. PNW NDR: It's Just Another Political Cycle – Agendas More Aligned: Relationships Will Be Re-“Stored”
21. D: Guggenheim Policy Speaker, Millstone Discussion | Connecticut Un-Quarked: They Will Likely Get It Done, We Are Holding

Our Breath
22. EXC NDR: State Rescue Cometh - Deeper Dive
23. WEC NDR: Putting the WEC in WECC; Western NDR Highlights a Premium Utility with Valuation Concerns on Back Burner
24. D: NDR – Coming Out Party Well Received - March Madness Continues
25. PEG 4Q Preview and Mini Drill-Down - Looking Good from All Angles
26. VST: Bulking Up the Integrated Model with Some Eastern Retail: VST Acquires Crius Energy
27. FE NDR: Time Is the Furthest Distance Between Two Points…
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28. POR: Bringing Portland to the Heartland: Capex, Policy, and RFPs Dominate Our NDR
29. D/SCG: Global Settlement Reached; Upgrading SCG to BUY On Improved Merger Outlook
30. SRE: Another Day, Another Dollar: Buying Low; Selling High
31. NRG: The Texas Two Step - Front Seat for a Sizable Buyback Show? Past the Debut; We’re Now Here for the Climax
32. NEE – Mgmt. Roadshow: Rising Interest Rates? No Problem. Raising Valuation? Why Not…
33. Michigan Bus Tour: Motoring from Jackson to Detroit in Style
34. NYLD Mgmt. Call – Conservative Growth Guidance, Managing Expectations; Should Over-Deliver - Visibility Will Be Key
35. “Summer Nights” Means New Summer Flings – Tell Me About It; Upgrading, Downgrading and Making an M&A Call
36. SR Mgmt. Roadshow – Pathway for LT Growth Now More Visible; M&A? No Longer in Acquisition Mode
37. DUK Mgmt. Roadshow – Growth Concerns? Nothing to See Here, But Some Value Left on the Sidelines
38. CMS Mgmt. Roadshow – Consistent Showing: Another Day, Another Dollar; A Key Name We Are Watching
39. SRE – Follow-up Mgmt. Meeting - Crystal Clear Upside and “Active” Optimization Plan…Eventually: the Re-rating Will Come
40. SRE – Analyst Day - It’s the Simple Things in Life: One Way or Another, Actively Seeing a Re-Rating Story
41. PEG - Mgmt. NDR: Jersey Strong through the Midwest
42. D/SCG – Testing Dominion’s Patience? May Stick This Out…For Now... but Policy-Makers Playing a Dangerous Game
43. LNT - Mgmt. Roadshow: In Messy Times Everyone Appreciates a “Clean Story”….
44. ETR – No Introduction Needed: Analyst Day Highlights Above Avg., Undervalued, Regulated Growth Story w/ Upside
45. SRE – “Active” Analyst Day Preview: Keys to Unlocking Value Within Reach?
46. OGE/AEP – Okie Dokie in Oklahoma? Depends Which Way the Wind Blows
47. EVRG – Click, Click, There’s No Place Like Home: Top-tier Growth w/ Buybacks & Solid Risk-Adjusted Upside vs Peers
48. VST - Inline Analyst Day Comes with Buybacks, NT Deleveraging - Remains a Step Function, Catalyst Driven Story
49. NJR – Management Roadshow: Growth Concerns? Nothing to See Here; M&A? Hmm…
50. PEG Analyst Day: Solid Analyst Day Left No Surprises – Steady As She Goes with Upside Generally Within Expectations
51. NEE / SO: Great Minds Think Alike – This Deal Makes a Lot of Sense For Everyone, with Room for More
52. FE – “Can’t Always Get What You Want, Get What You Need”: Above Avg. Growth, Deep Discount Generating Vast Interest
53. D – Southern Charming on Madison Avenue…Any Bargain Shoppers?
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 212 55.21% 30 14.15%

NEUTRAL 164 42.71% 7 4.27%

SELL 8 2.08% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers
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on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.
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Ticker Price Rating
AEP 91.76 Neutral
DTE 131.36 Buy
DUK 89.79 Buy
ES 78.40 Neutral
ETR 106.75 Buy
EXC 48.76 Buy

 

 Power, Utilities & Alternative Energy July 19, 2019

The Guggenheim Daily Transmission: ES, DUK, AEP,
ETR, DTE, EXC, NRC, FERC, CAISO, NY, Policy

For Guggenheim's Hosted Client Utility Events including
Annual TX Power, Gas and Wires Bus Tour as well as NDR
Schedule Please Scroll Down

ES – Offshore wind is blowing in NY

DUK – Tracking the NC legislative calendar – S559/H624 not yet on calendar

DUK – Still facing litigation in coal ash leakage at Dan River

AEP – Approval of modification to the consent decree at Rockport plant

ETR – Battle over construction of power plant continues

DTE – DTE voluntary renewables program receives MPSC approval to acquire 3 wind
projects

EXC – Rebuttal testimony filed in ComEd annual formula rate proceeding

NRC – NRC continues to mull relaxation of certain inspection requirements

Policy – Utah munis execute contracts for Idaho SMR output

FERC/CAISO – FERC rules California utilities may continue to receive RTO ROE bonus

NY/Policy – Governor Cuomo signs aggressive GHG goals into law

ES – Offshore wind is blowing in NY

• NY has picked 2 offshore wind projects totaling 1.6 GW to enter into negotiation for an
offshore wind renewable energy certificate (OREC) contract.

• The winners are the 880-MW Sunrise Wind project, a joint venture between Ørsted
(ORSTED.CO) and ES, and the 810-MW Empire Wind (Equinor US Holding - EQNR).
Both projects are expected to be in-service by 2024.

Guggenheim takeaway: This RFP wind for ES and its joint venture partner is a positive
development. The NY offshore wind RFP win helps firm up the growth outlook for ES above
the current plan (wind project to go in service in 2024). Other offshore wind opportunities
for ES and Ørsted are the RFPs in MA and CT to be announced later this year. Additional
offshore RFP wins for the JV would be incrementally positive for ES as it provides better
visibility into growth project pipeline beyond ES’ current plan. We are encouraged by this
development but remain cautious around these opportunities given the development
risks associated with the projects. We also note that there are other potential catalysts
for ES beyond offshore wind including Northern Pass Transmission (NPT) project, AMI in
all states, and grid mod in CT and NH as incremental upside to the current capex plan.
The strategic process of Bay State Gas at NI (Buy rated) remains a point of interest as we
believe that ES may be the most logical buyer given past interest in the Gas LDC before NI
purchased. See our ES 1Q19 note (HERE) and our outlook note (HERE) for more details.

DUK – Tracking the NC legislative calendar – S559/H624 not yet on calendar

• The NC House of Representatives has ended its session for this week and will meet again
on Monday July 22, 2019. Agenda for the Monday meeting has been posted (HERE) and
S559/H624 is not on the agenda.
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Guggenheim takeaway: Stay tuned as we continue to keep track of the progress on the bill.

DUK – Still facing litigation in coal ash leakage at Dan River

• VA, NC and the federal government have filed a petition to charge DUK with harming the
environment and other species following the coal ash spill at Dan River in 2014. Public
hearings are scheduled in the coming weeks to determine what DUK will still need to do
beyond the restoration efforts it has made so far around the affected areas.

• On the same day, DUK announced that it has made good progress on the restoration
and remediation projects in the Dan River area following the completion of the coal ash
removal at the Dan River coal plant in May.

Guggenheim takeaway: For your tracking of development around coal ash clean up. We
do not expect a cbig overhang for DUK resulting from this as the company appears to be
making good progress on a number of remediation projects related to the Dan River spill.
DUK is in the process of removing coal ash at other sites in NC as well. Above these coal
ash concerns, we note that the current focus on the stock is S559/H624 which is still waiting
to be voted on in the House of Representatives in NC. Note that the key attributes of the
bill include a multi-year rate plan, ROE band and securitization of storm costs that may be
eventually utilized for coal ash recovery. See our DUK NDR note for more details (HERE).

AEP – Approval of modification to the consent decree at Rockport plant

• The District Court of the southern district of Ohio has issued an order approving the
proposed modification to the emission reduction agreement at Rockport plant. With
this agreement, Rockport plant will not be required to install a scrubber and will use
enhanced dry sorbent injection equipment and SCR to reduce SO2 and NOx emission.
The company will also retire unit 1 of Rockport by year-end 2028.

Guggenheim takeaway: This outcome is consistent with management’s plan as the current
capital plan does not include an investment into a scrubber at Rockport plant.

ETR – Battle over construction of power plant continues

• The New Orleans City Council is looking to appeal a court decision that tossed out the
Council’s approval for construction of ETR's New Orleans power plant claiming that its
vote was invalid as opponents were locked out of the council chamber.

• See our 6/17/2019 Daily for the rulings on this case.

Guggenheim takeaway: For your awareness. While this is noise, we do not see it as a
major driver to deteriorate the regulatory construct.

DTE – DTE voluntary renewables program receives MPSC approval to acquire 3 wind
projects

• MPSC approved DTE’s plan to acquire 3 projects (2 projects aggregating to 383MW and
one 72.5MW) to serve large C&I customers voluntary commitments to renewable energy.

• Customers include Ford (F), GM (GM) and the University of Michigan.

Guggenheim takeaway: For your awareness. These projects and program have been
previously announced by DTE. DTE planned for 500MW of voluntary renewables this year
and the 3 approved projects help make up the bulk of the targeted deployment for this year.
While the contract tenure is not specified, if the voluntary renewables participants chose to
not renew the commitment, the projects would go into DTE Electric rate base and provide
energy to all DTE customers at a significantly depreciated cost rate.

EXC – Rebuttal testimony filed in ComEd annual formula rate proceeding

• EXC has filed rebuttal testimony in the ongoing FRP proceeding, including addressing
the Attorney General’s proposal to shorten the amortization period for EDIT.

• Docket available HERE.
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Guggenheim takeaway: Heads up, and generally as expected following the opening salvos
in this annual process.

NRC – NRC continues to mull relaxation of certain inspection requirements

• NRC Staff have reportedly released recommendations to the Commission detailing ways
in which oversight of nuclear plants can be relaxed, including certain security tests and
annual plant inspections.

• See HERE.

Guggenheim takeaway: Minor FYI and an ongoing process as several of the proposals
have received some pushback. We continue to monitor.

Policy – Utah munis execute contracts for Idaho SMR output

• A group of Utah munis have executed power sales contracts totaling 150MW of
subscription, a major step in the eventual construction of an SMR on the site of the Idaho
National Laboratory.

• Construction scheduled for 2023, first module online in 2026.

• See HERE.

Guggenheim takeaway: Policy and technological data point and not a surprise as this
project has been a work in progress for some time. This first SMR design remains in the
licensing phase at the NRC. Stay tuned.

FERC/CAISO – FERC rules California utilities may continue to receive RTO ROE
bonus

• FERC has issued an order in the long running question of whether California utilities
should receive a 50bps incentive ROE adder for participation in CAISO, noting that CA
state law does not appear to make participation mandatory.

• “Having reviewed the record, including the additional briefing provided by parties to this
proceeding, we here find that California law does not mandate PG&E’s participation
in CAISO, and that the RTO-Participation Incentive induces PG&E to continue its
membership. We therefore reaffirm the Commission’s prior grant of PG&E’s request for
the RTO-Participation Incentive.” - FERC

• Order HERE.

Guggenheim takeaway: While this closes the door on this particular complaint from the
CPUC, our understanding from some of the commissioners at yesterday’s open meeting
(Glick) is that the California Legislature could potentially change the equation by legally
mandating participation. Further thoughts coming, but we suspect this will not be the last
time we hear of this issue.

NY/Policy – Governor Cuomo signs aggressive GHG goals into law

• NY governor Andrew Cuomo has signed into law the Climate Leadership and Community
Protection Act, which among other things would set a 70% renewable by 2030
requirement and 15% of 1990 emissions by 2050 requirement.

• More HERE.

Guggenheim takeaway: Very aggressive goals from NY, with the above wind
announcement to the first of many large-scale renewable projects to come, in our view. We
view the 2030 target as aggressive, but NYSERDA and NYPA continue to help shepherd
new projects. A good development for the state and for renewable developers but it remains
to be seen how the law will be implemented as well as the actual costs of the implementation.
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Invite: 54th EEI Financial Conference 

Dates 
November 10-12, 2019 

Company Dinners (Hosted by Guggenheim) 

 

 

Company Meetings 
*More Utilities will be added and we will update schedule accordingly* 

 

 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 
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Guggenheim's Power & Utility Comp Sheet

 

Price as of CloseThursday, July 18, 2019 Guggenheim Consensus

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings

Cap ($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AEP American Electric Power 45.3 Neutral $78 $91.76 3.0% 62% 493 4.20   4.44   4.71   4.93   21.8 20.7 19.5 18.6 4.13   4.40   4.68   4.94   22.2 20.9 19.6 18.6

ALE ALLETE 4.5 Neutral $82 $87.38 2.9% 65% 52 3.65   3.91   4.20   4.30   23.9 22.3 20.8 20.3 3.59   3.86   4.12   4.30   24.4 22.6 21.2 20.3

AVA Avista* 3.1 Neutral $41 $46.46 3.5% 80% 66 1.89   2.05   2.23   2.41   24.6 22.7 20.8 19.3 2.24   1.98   2.14   2.41   20.8 23.4 21.7 19.3

CMS CMS Energy 16.8 Neutral $53 $59.13 2.8% 61% 284 2.50   2.69   2.88   3.08   23.7 22.0 20.5 19.2 2.50   2.67   2.87   3.07   23.7 22.1 20.6 19.2

DUK Duke Energy 65.4 Buy $94 $89.79 4.4% 75% 728 5.00   5.26   5.57   5.91   18.0 17.1 16.1 15.2 4.92   5.19   5.44   5.80   18.3 17.3 16.5 15.5

ED Consolidated Edison 28.9 Neutral $86 $88.35 3.4% 66% 327 4.36   4.60   4.75   4.92   20.3 19.2 18.6 18.0 4.35   4.57   4.77   4.89   20.3 19.3 18.5 18.1

EIX Edison International* 23.1 Suspended NA $70.78 NA NA 326 NA NA NA NA NA NA NA NA 4.67   4.68   4.77   4.95   15.2 15.1 14.9 14.3

ES Eversource Energy 25.2 Neutral $72 $78.40 2.9% 62% 321 3.49   3.68   3.86   4.05   22.5 21.3 20.3 19.4 3.46   3.66   3.87   4.08   22.7 21.4 20.2 19.2

ETR Entergy 20.3 Buy $100 $106.75 3.6% 69% 190 5.30   5.53   5.91   6.31   20.1 19.3 18.1 16.9 5.29   5.49   5.82   6.16   20.2 19.4 18.3 17.3

EVRG Evergy 15.0 Buy $61 $61.51 3.4% 67% 244 2.93   3.14   3.32   3.52   21.0 19.6 18.5 17.5 2.90   3.16   3.32   3.52   21.2 19.5 18.5 17.5

FE FirstEnergy 23.4 Buy $46 $44.03 3.6% 63% 531 2.56   2.51   2.66   2.81   17.2 17.5 16.6 15.7 2.51   2.48   2.63   2.79   17.5 17.7 16.7 15.8

LNT Alliant Energy 12.0 Neutral $41 $50.85 3.0% 64% 236 2.26   2.37   2.50   2.69   22.5 21.5 20.3 18.9 2.25   2.43   2.54   2.66   22.6 21.0 20.0 19.1

PCG PG&E Corporation* 9.8 Suspended NA $18.46 0.0% 0% 529 NA NA NA NA NA NA NA NA 3.81   4.03   3.94   3.65   4.8 4.6 4.7 5.1

PNW Pinnacle West 10.7 Neutral $98 $95.15 3.3% 63% 112 4.84   5.04   5.28   5.63   19.7 18.9 18.0 16.9 4.85   5.05   5.33   5.62   19.6 18.8 17.9 16.9

POR Portland General Electric 5.0 Neutral $47 $55.72 2.9% 63% 89 2.45   2.54   2.68   2.75   22.7 21.9 20.8 20.3 2.45   2.55   2.70   2.76   22.7 21.8 20.7 20.2

PPL PPL Corporation 22.2 Neutral $34 $30.70 5.4% 66% 722 2.44   2.51   2.50   2.66   12.6 12.2 12.3 11.5 2.43   2.53   2.52   2.66   12.6 12.1 12.2 11.5

SO Southern Company 58.4 Neutral $52 $56.13 4.5% 81% 1041 3.05   3.15   3.31   3.46   18.4 17.8 17.0 16.2 3.02   3.15   3.27   3.49   18.6 17.8 17.1 16.1

WEC WEC Energy 27.7 Buy $76 $87.85 2.8% 67% 315 3.52   3.73   3.98   4.26   25.0 23.6 22.1 20.6 3.51   3.73   3.97   4.25   25.0 23.5 22.1 20.7

*Average (Excl. PPL for P/E) 3.3% 67% 21.4 20.4 19.2 18.2 21.3 20.4 19.3 18.2

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NI NiSource 11.0 Buy $29 $29.59 2.7% 61% 373 1.32   1.37   1.47   1.58   22.4 21.6 20.1 18.7 1.31   1.39   1.48   1.59   22.6 21.3 20.0 18.7

NJR New Jersey Resources 4.5 Neutral $45 $50.36 2.4% 60% 89 1.99   2.19   2.36   2.54   25.3 23.0 21.3 19.8 2.00   2.20   2.40   2.54   25.2 22.9 21.0 19.8

NWN NW Natural Gas 2.2 Sell $49 $71.75 2.6% 77% 30 2.44   2.58   2.68   2.71   29.4 27.8 26.8 26.5 2.40   2.53   2.65   2.71   30.0 28.3 27.1 26.5

SJI South Jersey Industries 3.1 Buy $35 $33.48 3.5% 104% 92 1.12   1.60   1.74   1.90   29.9 20.9 19.2 17.6 1.10   1.60   1.74   - 30.3 20.9 19.2 -

SR Spire 4.4 Neutral $85 $86.01 2.8% 63% 51 3.78   3.98   4.13   4.41   22.8 21.6 20.8 19.5 3.74   3.91   4.07   4.41   23.0 22.0 21.2 19.5

Average     2.8% 73% 26.0 23.0 21.7 20.4 26.2 23.1 21.7 21.1

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

EXC Exelon 47.3 Buy $53 $48.76 2.9% 45% 971 3.16   3.25   3.17   3.21   15.4 15.0 15.4 15.2 3.14   3.13   3.10   3.31   15.5 15.6 15.7 14.7

PEG PSEG 30.9 Buy $64 $61.05 3.1% 58% 505 3.25   3.60   3.70   3.87   18.8 17.0 16.5 15.8 3.26   3.49   3.59   3.87   18.7 17.5 17.0 15.8

Average     3.0% 52% 17.1 16.0 15.9 15.5 17.1 16.5 16.4 15.3

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDACap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NRG NRG Energy 9.4 Buy $51 $35.10 0.3% 0% 267 1,975 1,858 1,900 1,936 7.6 7.8 7.3 7.2 2,023 1,956 1,828 1,936 7.1 7.4 7.9 NA

VST Vistra Energy 10.7 Buy $39 $22.11 2.3% 0% 483 3,367 3,434 3,508 3,656 6.4 6.2 5.9 5.4 3,358 3,317 3,102 3,733 6.0 5.9 5.8 NA

Average 7.0 7.0 6.6 6.3 6.6 6.6 6.8 NA

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CNP CenterPoint 14.7 Buy $33 $29.25 4.0% 69% 502 1.70   1.89   2.02   2.13   17.2 15.5 14.5 13.7 1.65   1.81   1.93   2.08   17.7 16.1 15.1 14.1

D Dominion 62.1 Buy $82 $77.42 4.7% 87% 802 4.24   4.44   4.68   4.92   18.3 17.4 16.5 15.7 4.19   4.41   4.66   4.90   18.5 17.6 16.6 15.8

DTE DTE Energy 24.1 Buy $127 $131.36 2.9% 60% 183 6.26   6.72   7.21   7.63   21.0 19.5 18.2 17.2 6.24   6.58   7.05   7.50   21.1 20.0 18.6 17.5

NEE NextEra 101.7 Buy $223 $212.36 2.4% 58% 479 8.63   9.19   9.91   10.52 24.6 23.1 21.4 20.2 8.40   9.07   9.82   10.48 25.3 23.4 21.6 20.3

OGE OGE Energy 8.7 Neutral $41 $43.54 3.5% 70% 200 2.14   2.30   2.41   2.51   20.3 18.9 18.1 17.3 2.14   2.30   2.42   2.52   20.3 18.9 18.0 17.3

SRE Sempra Energy 38.7 Buy $133 $141.17 2.8% 64% 274 6.10   7.26   7.66   7.96   23.1 19.4 18.4 17.7 6.04   6.99   7.77   7.96   23.4 20.2 18.2 17.7

Average     3.2% 68% 20.8 19.0 17.9 17.0 21.0 19.4 18.0 17.1

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AWK American Water Works 21.2 Neutral $105 $117.25 1.7% 54% 181 3.61   3.96   4.27   4.60   32.5 29.6 27.5 25.5 3.59   3.89   4.22   4.74   32.6 30.2 27.8 24.8

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDACap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CWEN Clearway Energy 3.8 Suspended NA $17.49 NA NA 183 NA NA NA NA NA NA NA NA 986    1,063 1,086 NA 9.1 8.5 7.7 -

NEP NextEra Energy Partners 2.8 Buy $56 $50.44 4.0% NA 56 1,359 1,528 1,775 1,934 8.6 8.0 7.7 0.0 1,155 1,361 1,586 1,647 10.1 9.0 8.6 8.2

(1)  Regulated utilities deliv er pow er to end-use customers v ia regulated transmission & distribution (T&D) infrastructure; v ertically  integrated utilities w ith regulated or mostly  contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as w ell as div ersified utilities w ith a business mix  largely  comprised of gas infrastructure and related activ ities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activ ities).

(3)  Integrated utilities ow n and operate regulated T&D franchises, as w ell as un-regulated pow er generation w ith commodity  ex posure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility ) pow er plants that compete to sell pow er in w holesale markets or through retail marketing businesses.

(5)  Mult-Industry  Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-pow er unregulated activ ities (i.e. midstream, renew able dev elopment, energy  trading, etc.).

Source:  Bloomberg, Guggenheim Securities, LLC estimates.

Rating

Regulated Electric Utilities (1) Rating

Integrated Utilities (3) Rating

Rating
Independent Power Producers 

(IPPs) (4)

Regulated Gas Utilities (2) Rating

Other Rating

Multi-Industry Utilities (5) Rating
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Share Price Performance (Year-to-Date)

 

Year-to-Date Share Price Performance

Note: We are currently restricted on EIX and PCG
(1)  Regulated utilities deliv er pow er to end-use customers v ia regulated transmission & distribution (T&D) infrastructure; v ertically  integrated utilities w ith regulated or mostly  contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as w ell as div ersified utilities w ith a business mix  largely  comprised of gas infrastructure and related activ ities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activ ities).

(3)  Integrated utilities ow n and operate regulated T&D franchises, as w ell as un-regulated pow er generation w ith commodity  ex posure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility ) pow er plants that compete to sell pow er in w holesale markets or through retail marketing businesses.

(5)  Mult-Industry  Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-pow er unregulated activ ities (i.e. midstream, renew able dev elopment, energy  trading, etc.).

Source:  Bloomberg, Guggenheim Securities, LLC estimates.
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Guggenheim 2019 Non Deal Roadshow Schedule

MORE TO BE ADDED… 

 

 

 

Ticker Dates Regions  Ticker Dates Regions  

Commissioner 
Roundtable 

1/23 NYC CWEN 6/13-6/14 Midwest  

FE 1/22-1/23 Boston/NYC SJI 6/19 NYC/NJ/CT  

D 2/25-2/26 Boston/NYC PEG 6/24-6/26 Midwest  

WEC 2/28-3/1 West Coast AWK 7/9-7/10 Midwest  

EXC 3/7-3/8 Dallas/Houston SRE 7/17-7/18 West Coast  

PNW 3/11-3/13 Midwest ES (Dinner) 8/12 NYC  

ALE 4/2-4/4 West Coast EVRG 8/20-8/21 Midwest  

DTE 4/5 Boston ED 8/22 Boston  

ED 4/24 NYC  SJI 9/4 NYC  

POR 4/29-4/30 West Coast  SJI 9/5 Boston  

VST 5/8-5/9 West Coast  ETR 9/12-9/13 TBD  

PPL 5/22-5/23 NYC 
 Texas Trip 

(CNP, ETR, NRG, 

SRE, VST) 

9/19-9/20 Dallas/Houston 
 

DTE 5/29-5/30 NYC  NEE 10/3-10/4 Midwest  

LNT 6/4 Boston  CMS 11/21-11/22 Texas  

DUK 6/6-6/7 Midwest      
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Invite to ES Dinner on 8/12/2019
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Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour
 

 

Equity Research  |  Corporate Access 

Guggenheim’s Annual Texas Power, Gas and Wires Bus Tour 
Please join us in the Lone Star state for two days of meetings in Dallas and 

Houston, featuring C-Suite from Vistra, Sempra (Oncor), CenterPoint, NRG 

and Entergy. We will be focused on several sector themes including ERCOT 

market dynamics, de-regulated power markets and regulated T&D growth 

opportunities in and outside of TX, with the trip conveniently timed with the 

all-important peak summer season and Q3 earnings. 

Dates and Locations 

September 19 | Dallas 
September 20 | Houston 

Thursday, September 19 | Dallas 

10:00 AM |Vistra Energy Corp. (VST) 
David Campbell, CFO and team 

1:00 PM | Sempra Energy (SRE) / Oncor 
Allen Nye, CEO; Don Clevenger, CFO and other management team members 

Fly to Houston and have dinner with Guggenheim Team 

 

Friday, September 20 | Houston  
8:00 AM | CenterPoint Energy, Inc. (CNP) 

Xia Liu, CFO and team 

10:00 AM | NRG Energy Inc. (NRG) 
Mauricio Gutierrez, CEO; Elizabeth Killinger, Head of Mass Retail; Robert Gaudette, Head of 
Business Solutions 

1:00 PM | Entergy Corporation (ETR) 

C-Suite meetings hosted by Entergy at their Entergy Texas utility (close distance from airport) 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 

Logistics 

Transportation details, logistics and hotel recommendations to follow 
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Key Events Calendar - Week of 7/15

Date Ticker Event / Proceeding Utility State Docket Description

07/15 ED Electric/Gas Rate Case CECONY NY 19-E-0065 Start of Evidentiary Hearings

07/17 CNP AR FRP CenterPoint Energy AR AR 17-010-FR CEA Response to Objections

07/18 ERCOT PUCT Open Meeting - TX - Open Meeting

07/22 NWN Gas Rate Case NW Natural WA D-UG-181053 Company rebuttal due

07/24 DTE IRP DTE Electric MI U-20471 Testimony  (Staff/Intervenor) 

07/24 EXC Electric Rate Case Pepco MD MD D-9602 Response to ALJ proposal

07/29 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Expiration of Discovery Period 

07/31 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Stipulation or Settlement Filed

08/01 CMS Gas Rate Case Consumers Energy Co. MI C-U-20322
ALJ proposed decision expected in gas 
rate case

08/01 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 OCA & Intervenor Direct Testimony 

08/02 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Response of Non-participating Parties

08/08 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Hearing (at least 50 days before rates) 

08/13 EXC Electric Rate Case Pepco MD MD D-9602 Final order due

8/14/8/15 NWN Gas Rate Case NW Natural WA D-UG-181053 Evidentiary Hearings

08/15 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002 OCA & Intervenor Direct Testimony 

08/22 DTE IRP DTE Electric MI U-20471 Rebuttal Testimony     

08/26 DTE IRP DTE Electric MI U-20471 Motions to Strike 

08/26 DTE IRP DTE Electric MI U-20471 Cost Estimate Update  

06/30 EXC Electric Rate Case Atlantic City Electric NJ D-ER18080925 Decision Expected

08/30 DTE IRP DTE Electric MI U-20471 Responses to Motions 

08/30 DTE IRP DTE Electric MI U-20471 Responses to Cost Update     

08/30 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 IPL Reply Testimony 

9/1-30 AEP Electric Rate Case Public Service of Oklahoma OK PUD201800097 Decision possible

09/02 EIX Risk Assesment SCE CA I1811006
SCE files its Test Year 2021 GRC 
application with RAMP results, serves 

09/10 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002 IPL Reply Testimony 

09/10 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 OCA & Intervenor Rebuttal

09/11 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Commission Order

09/16 CNP AR FRP CenterPoint Energy AR AR 17-010-FR CEA Revised Attachment A.i

09/16 LNT Electric Rate Case IPL - Electric IA RPU-2019-0002 Prehearing Briefs/Statement of Issues

09/19 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Staff/Intervenors' Response 

09/20 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 Notice of settlement

09/26 NWN Gas Rate Case NW Natural WA D-UG-181053 Post hearing briefs due

09/30 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002 Prehearing Briefs/Statement of Issues

10/01 CNP AR FRP CenterPoint Energy AR AR 17-010-FR CEA Rate Adjustment
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Key Research

Guggenheim's Forward Commodity Curves

• Forward Commodity Curves for Power & Utility Modeling

Key Industry Research
1. ERCOT: Guggenheim Texas Power Market Luncheon Recap
2. Illinois Policy: In the Land of Lincoln, Uncertainty Reigns
3. Policy Speaker Series Recap on Energy and Capacity: Perpetual State of Reforms Same as It Ever Was
4. Open Dialogue with MO, WA Commissioners - Walking Away Incrementally Positive on Both Jurisdictions
5. Major Change at CPUC Cometh? Follow Up on Potential CPUC Movements, Governor's Chance to Reset CPUC Agenda
6. 2019 Utility Outlook: We Didn’t Hear A Bell… “Nothing's Over 'Til It's Over;” One More Round for Utilities
7. California Wildfire Wrap – You Can Check Out, but You Can Never Leave
8. Guggenheim's 2018 EEI Summary
9. Guggenheim EEI Takeaways - Day 3
10. Guggenheim EEI Takeaways - Day 2
11. Guggenheim EEI Takeaways - Day 1
12. Guggenheim EEI - Investor Question Bank
13. PJM: No Country for Common Ground; Reply Briefs Land at FERC
14. PJM: You May Ask Yourself, Well How Did I Get Here? Back to the Commission for the Main Show
15. Coal/Nuclear: Will Politics “Trump” Reality
16. CA Policy Crash Course: Don’t Hold Your Breath For a Wildfire Resolution….
17. February Meter Reading - Yield “Almost” Catching Up with Utility Valuations; Lowering Our PTs and Looking Beyond Bond

Surrogates
18. PJM Capacity Auction: Introducing Prelim-2021/22 Pricing Forecasts – Well…It’s Not Getting Much Worse, Projected Pricing Mixed
19. Guggenheim-Hosted Power Brunch with State Utility Commissioners
20. Checking for a “Pulse” - Regulated Utility Valuations Losing Altitude, Now Fairly Valued vs. Bond Yields, and Showing Subsector

Variance
21. 2018 Outlook: An Absolute Shop Thinking in Relative Terms
22. Yo, Adrian! DOE Gets Knocked Down, But Power Market Reform Not Out – One More Round

Key Company Research
1. AWK NDR: No Water Shortages Here; Growth Not Drying Up Anytime Soon
2. NJR: Upgrade to NEUTRAL (from SELL) as Laggard Performance Balances OK with Fundamental Outlook
3. PEG NDR: NJ Clean Energy Agenda and Dipping the Toes in the Jersey Shore
4. SJI NDR: Tale from the Road - In the Market for a Value Play w/Solid Growth Prospects? … Look No Further
5. PPL - A Quandary Unlike Any Other
6. NEE/NEP: High End Is the New Low End, When You Think the Runway Ends, “They’re Just Getting Started”; Raising PT
7. SJI: Revising to BUY - Back In Jersey’s Hands & Steering The Ship Into Calmer (Mostly Regulated) Waters
8. LNT: For a Good Night’s Sleep, Take Alliant
9. NRG: More Down‘Stream’ Retail Expansion
10. VST NDR - What’s with All the Fuss… We Would Be Aggressive Buyers Here
11. ED NDR: Ripe in the Big Apple… - Solid Utility? Yes… But Undervalued? That’s Debatable
12. D: Guggenheim Policy Speaker, Atlantic Coast Pipeline Discussion | The Project Will Be Built
13. ALE NDR: TA-CO-NITE! Winds of Change Are Blowing in the Right Direction…
14. DTE – On the Road with Mgmt. – 80/20 Rule Need Not Apply; Solid Strategy, Supported by Good People
15. CMS – MPSC Telegraphing Constructive Regulatory Signals in CMS Gas Rate Case – Solid Footing
16. SRE: Simplicity is the Ultimate Sophistication…
17. VST: Another Day, Another Illinois Policy Proposal
18. D: Msg Delivered on Time/on Budget; Inline Analyst Day Cements Solid Base to Work Off Of--Execution/Patience is Key
19. VST: Clearing the Air in Illinois: MPS Resolution Draws Closer
20. PNW NDR: It's Just Another Political Cycle – Agendas More Aligned: Relationships Will Be Re-“Stored”
21. D: Guggenheim Policy Speaker, Millstone Discussion | Connecticut Un-Quarked: They Will Likely Get It Done, We Are Holding

Our Breath
22. EXC NDR: State Rescue Cometh - Deeper Dive
23. WEC NDR: Putting the WEC in WECC; Western NDR Highlights a Premium Utility with Valuation Concerns on Back Burner
24. D: NDR – Coming Out Party Well Received - March Madness Continues
25. PEG 4Q Preview and Mini Drill-Down - Looking Good from All Angles
26. VST: Bulking Up the Integrated Model with Some Eastern Retail: VST Acquires Crius Energy
27. FE NDR: Time Is the Furthest Distance Between Two Points…
28. POR: Bringing Portland to the Heartland: Capex, Policy, and RFPs Dominate Our NDR
29. D/SCG: Global Settlement Reached; Upgrading SCG to BUY On Improved Merger Outlook
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30. SRE: Another Day, Another Dollar: Buying Low; Selling High
31. NRG: The Texas Two Step - Front Seat for a Sizable Buyback Show? Past the Debut; We’re Now Here for the Climax
32. NEE – Mgmt. Roadshow: Rising Interest Rates? No Problem. Raising Valuation? Why Not…
33. Michigan Bus Tour: Motoring from Jackson to Detroit in Style
34. NYLD Mgmt. Call – Conservative Growth Guidance, Managing Expectations; Should Over-Deliver - Visibility Will Be Key
35. “Summer Nights” Means New Summer Flings – Tell Me About It; Upgrading, Downgrading and Making an M&A Call
36. SR Mgmt. Roadshow – Pathway for LT Growth Now More Visible; M&A? No Longer in Acquisition Mode
37. DUK Mgmt. Roadshow – Growth Concerns? Nothing to See Here, But Some Value Left on the Sidelines
38. CMS Mgmt. Roadshow – Consistent Showing: Another Day, Another Dollar; A Key Name We Are Watching
39. SRE – Follow-up Mgmt. Meeting - Crystal Clear Upside and “Active” Optimization Plan…Eventually: the Re-rating Will Come
40. SRE – Analyst Day - It’s the Simple Things in Life: One Way or Another, Actively Seeing a Re-Rating Story
41. PEG - Mgmt. NDR: Jersey Strong through the Midwest
42. D/SCG – Testing Dominion’s Patience? May Stick This Out…For Now... but Policy-Makers Playing a Dangerous Game
43. LNT - Mgmt. Roadshow: In Messy Times Everyone Appreciates a “Clean Story”….
44. ETR – No Introduction Needed: Analyst Day Highlights Above Avg., Undervalued, Regulated Growth Story w/ Upside
45. SRE – “Active” Analyst Day Preview: Keys to Unlocking Value Within Reach?
46. OGE/AEP – Okie Dokie in Oklahoma? Depends Which Way the Wind Blows
47. EVRG – Click, Click, There’s No Place Like Home: Top-tier Growth w/ Buybacks & Solid Risk-Adjusted Upside vs Peers
48. VST - Inline Analyst Day Comes with Buybacks, NT Deleveraging - Remains a Step Function, Catalyst Driven Story
49. NJR – Management Roadshow: Growth Concerns? Nothing to See Here; M&A? Hmm…
50. PEG Analyst Day: Solid Analyst Day Left No Surprises – Steady As She Goes with Upside Generally Within Expectations
51. NEE / SO: Great Minds Think Alike – This Deal Makes a Lot of Sense For Everyone, with Room for More
52. FE – “Can’t Always Get What You Want, Get What You Need”: Above Avg. Growth, Deep Discount Generating Vast Interest
53. D – Southern Charming on Madison Avenue…Any Bargain Shoppers?
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 212 55.21% 30 14.15%

NEUTRAL 164 42.71% 7 4.27%

SELL 8 2.08% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers

GUGGENHEIM SECURITIES, LLC Page 13See pages 13 - 14 for analyst certification and important disclosures.
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on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.

GUGGENHEIM SECURITIES, LLC Page 14See pages 13 - 14 for analyst certification and important disclosures.

POWER, UTILITIES & ALTERNATIVE ENERGY

July 19, 2019

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:30 PM. 472

Attachment SDR-ROR-10(c)
472 of 587
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Healthcare

Animal Health
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Digital Services 

Jake Fuller 212.518.9013 Jake.Fuller@guggenheimpartners.com

Financial Technology

Jeff Cantwell, CFA 212.823.6543 Jeffrey.Cantwell@guggenheimpartners.com
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Michael Morris, CFA 804.253.8025 Michael.Morris@guggenheimpartners.com

Curry Baker 804.253.8029 Curry.Baker@guggenheimpartners.com

Software

Nandan Amladi 212.823.6597 Nandan.Amladi@guggenheimpartners.com

Imtiaz Koujalgi 212 518 9398 Imtiaz.Koujalgi@guggenheimpartners.com

Ken Wong, CFA 415.852.6465 Ken.Wong@guggenheimpartners.com

Telecom, Cable & Satellite Services

Mike McCormack, CFA 212.518.9774 Mike.McCormack@guggenheimpartners.com

Sales and Trading Offices

New York 212.292.4700 San Francisco 415.852.6451

Boston 617.859.4626 Chicago 312.357.0778

Automotive Retail

Ali Faghri 310.319.2562 Ali.Faghri@guggenheimpartners.com
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Laurent Grandet 212.372.6368 Laurent.Grandet@guggenheimpartners.com

Food Retailers; Consumables Retail/Distribution

John Heinbockel 212.381.4135 John.Heinbockel@guggenheimpartners.com
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Steven Forbes, CFA 212.381.4188 Steven.Forbes@guggenheimpartners.com
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Matthew DiFrisco 212.823.6599 Matthew.DiFrisco@guggenheimpartners.com
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Diversified Utilities / IPPs / United States of America

Stock Rating Equal-weight
Industry View Attractive
Price target $54.00
Shr price, close (Jul 17, 2019) $48.60
Mkt cap, curr (mm) $47,239
52-Week Range $51.18-40.98

Fiscal Year EndingFiscal Year Ending 12/1812/18 12/19e12/19e 12/20e12/20e 12/21e12/21e

ModelWare EPS ($) 3.12 2.97 2.99 2.98
Prior ModelWare EPS
($)

- 2.91 3.07 3.09

P/E 14.4 16.4 16.2 16.3
EPS ($)§ 3.12 3.14 3.13 3.15
Div yld (%) 3.1 3.0 3.1 3.3

Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare
framework
§ = Consensus data is provided by Thomson Reuters Estimates
e = Morgan Stanley Research estimates

 Stock Rating

Equal-weight

 Industry View

Attractive

 Price Target

$54.00

Exelon CorpExelon Corp   ||  North America North America

Updating PT to Reflect Revised
Estimates

We are lowering our price target for EXC from $57 to $54 to
reflect our revised estimates of the various segments, which
impact our 2020-21 earnings estimates by 3-4%.

WHAT'S
CHANGED

 Exelon Corp (EXC.N) From To
Price Target $57.00 $54.00

We are lowering our 2020 and 2021 EPS estimates between 3-4% to $2.99 and

$2.98, respectively, primarily on the back of revised estimates at the parent (-18

cents in 2020) to reflect a continuation, although declining, of a drag on total

earnings driven by debt held at the parent and other corporate-level items. This

change fully offsets higher utility earnings (+5 cents) driven by rate case activity

mainly at Baltimore Gas & Electric Co. (BGE) and revised hedging positions at

ExGen (+5 cents) — our old and new estimates reflect market prices as of July

5th. We have also extended our model to 2022, which impacts our valuation of

ExGen given our DCF valuation approach — details below.

Despite the declines in 2020 and 2021, our 2019 EPS estimate is increasing

slightly to $2.97 given revised hedging positions at ExGen. We note however that

our 2019 EPS estimate remains below the low end of the guided range of $3.00-

$3.30, primarily driven by the commodity backdrop since the end of March, which

has impacted ExGen earnings by 11 cents net of hedging offsets. Further, our new

numbers reflect an outage in 2Q at one of the nuclear facilities that was 30 days

longer than what the company had anticipated and had embedded in their

targets. We estimate this outage could impact earnings by ~$30mn pretax, a

$0.03 hit to ExGen earnings.

While Utility earnings increase ~7% on average between 2018 and 2022, at the

mid-point of the guided 6-8% range, total earnings show slow to negative growth

given weak power market prices, which are driving ExGen gross margins to

Exelon Corp ( EXC.N, EXC US ) 

Morgan Stanley does and seeks to do business with
companies covered in Morgan Stanley Research. As a
result, investors should be aware that the firm may have a
conflict of interest that could affect the objectivity of
Morgan Stanley Research. Investors should consider
Morgan Stanley Research as only a single factor in making
their investment decision.
For analyst certification and other important disclosures,
refer to the Disclosure Section, located at the end of this
report.

Exhibit 1: EPS Changes

Source: Morgan Stanley Research Estimates

1
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decline ~4% on average.

Price target declines from $57 to $54. Based on these revisions our Utilities

valuation (net of Parent) declines by $2 p/share and our valuation of ExGen

declines by $1 p/share given the extension of our model to 2022, which sees an

EBITDA decline of 5% Y/Y on the back of lower gross margins driven by lower

volumes clearing capacity markets - as guided by the company. Despite the 11%

upside to our PT, we remain comfortable with our EW rating given PJM capacity

auction uncertainty and treatment of IL nuclear legislation.

Valuation Methodology: We value EXC using a SOTP approach — For the

Utilities (net of Parent) we assign a multiple of 21.6 2020 earnings (5% premium

to the regulated group 2020 P/E multiple) to our 2020 EPS estimate of $2.03.

For ExGen (ex-ZECs benefit) we use a DCF analysis with a 7.8% WACC, 2.5% risk-

free rate, 5.5% equity risk premium, and 1.5% terminal growth rate. Lastly, we add

separately the NPV of the ZECs cash flows, which use a 7.9% discount rate.

Risks: (1) Further declines in natural gas and power prices as EXC is the most

sensitive diversified utility to natural gas prices on our math; (2) nuclear plant

operational issues; (3) poor load growth; and (4) unfavorable regulatory

outcomes. States implementing carbon cap and trade programs would represent

a tailwind for EXC given its large nuclear fleet.

Exhibit 2: Valuation Breakdown

Source: Morgan Stanley Research
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Disclosure Section
The information and opinions in Morgan Stanley Research were prepared by Morgan Stanley & Co. LLC, and/or Morgan Stanley C.T.V.M. S.A., and/or Morgan
Stanley Mexico, Casa de Bolsa, S.A. de C.V., and/or Morgan Stanley Canada Limited. As used in this disclosure section, "Morgan Stanley" includes Morgan
Stanley & Co. LLC, Morgan Stanley C.T.V.M. S.A., Morgan Stanley Mexico, Casa de Bolsa, S.A. de C.V., Morgan Stanley Canada Limited and their affiliates
as necessary.
For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the Morgan
Stanley Research Disclosure Website at www.morganstanley.com/researchdisclosures, or contact your investment representative or Morgan Stanley
Research at 1585 Broadway, (Attention: Research Management), New York, NY, 10036 USA.
For valuation methodology and risks associated with any recommendation, rating or price target referenced in this research report, please contact the Client
Support Team as follows: US/Canada +1 800 303-2495; Hong Kong +852 2848-5999; Latin America +1 718 754-5444 (U.S.); London +44 (0)20-7425-8169;
Singapore +65 6834-6860; Sydney +61 (0)2-9770-1505; Tokyo +81 (0)3-6836-9000. Alternatively you may contact your investment representative or Morgan
Stanley Research at 1585 Broadway, (Attention: Research Management), New York, NY 10036 USA.
Analyst Certification
The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and that they
have not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report: Stephen C
Byrd; Ethan C Ellison.
Unless otherwise stated, the individuals listed on the cover page of this report are research analysts.
Global Research Conflict Management Policy
Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at
www.morganstanley.com/institutional/research/conflictpolicies. A Portuguese version of the policy can be found at www.morganstanley.com.br
Important US Regulatory Disclosures on Subject Companies
As of June 28, 2019, Morgan Stanley beneficially owned 1% or more of a class of common equity securities of the following companies covered in Morgan
Stanley Research: Entergy Corp, NextEra Energy Inc.
Within the last 12 months, Morgan Stanley managed or co-managed a public offering (or 144A offering) of securities of AES Corp., American Electric Power
Co, Dominion Energy Inc, Entergy Corp, Exelon Corp, NextEra Energy Inc, NRG Energy Inc, Public Service Enterprise Group Inc, Vistra Energy Corp.
Within the last 12 months, Morgan Stanley has received compensation for investment banking services from AES Corp., American Electric Power Co,
Dominion Energy Inc, Entergy Corp, Exelon Corp, NextEra Energy Inc, NRG Energy Inc, Public Service Enterprise Group Inc, Vistra Energy Corp.
In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from AES Corp., American Electric
Power Co, Dominion Energy Inc, Entergy Corp, Exelon Corp, NextEra Energy Inc, NRG Energy Inc, Public Service Enterprise Group Inc, Vistra Energy Corp.
Within the last 12 months, Morgan Stanley has received compensation for products and services other than investment banking services from AES Corp.,
American Electric Power Co, Dominion Energy Inc, Entergy Corp, Exelon Corp, NextEra Energy Inc, NRG Energy Inc, Public Service Enterprise Group Inc,
Vistra Energy Corp.
Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking client relationship with,
the following company: AES Corp., American Electric Power Co, Dominion Energy Inc, Entergy Corp, Exelon Corp, NextEra Energy Inc, NRG Energy Inc,
Public Service Enterprise Group Inc, Vistra Energy Corp.
Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related services to and/or in the past has
entered into an agreement to provide services or has a client relationship with the following company: AES Corp., American Electric Power Co, Dominion
Energy Inc, Entergy Corp, Exelon Corp, NextEra Energy Inc, NRG Energy Inc, Public Service Enterprise Group Inc, Vistra Energy Corp.
Morgan Stanley & Co. LLC makes a market in the securities of AES Corp., American Electric Power Co, Dominion Energy Inc, Entergy Corp, Exelon Corp,
NextEra Energy Inc, NRG Energy Inc, Public Service Enterprise Group Inc.
The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon
various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment banking
revenues. Equity Research analysts' or strategists' compensation is not linked to investment banking or capital markets transactions performed by Morgan
Stanley or the profitability or revenues of particular trading desks.
Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making, providing
liquidity, fund management, commercial banking, extension of credit, investment services and investment banking. Morgan Stanley sells to and buys from
customers the securities/instruments of companies covered in Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt
of the Company or instruments discussed in this report. Morgan Stanley trades or may trade as principal in the debt securities (or in related derivatives) that
are the subject of the debt research report.
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.
STOCK RATINGS
Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). Morgan
Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of
buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since Morgan Stanley Research
contains more complete information concerning the analyst's views, investors should carefully read Morgan Stanley Research, in its entirety, and not infer the
contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as investment advice. An investor's decision to buy or sell a
stock should depend on individual circumstances (such as the investor's existing holdings) and other considerations.
Global Stock Ratings Distribution
(as of June 30, 2019)
The Stock Ratings described below apply to Morgan Stanley's Fundamental Equity Research and do not apply to Debt Research produced by the Firm.
For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside our
ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover.
Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative weightings (see
definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy recommendation; we correspond
Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.
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COVERAGE UNIVERSE INVESTMENT BANKING CLIENTS (IBC) OTHER MATERIAL
INVESTMENT SERVICES

CLIENTS (MISC)
STOCK RATING
CATEGORY

COUNT % OF
TOTAL

COUNT % OF
TOTAL IBC

% OF
RATING

CATEGORY

COUNT % OF
TOTAL

OTHER
MISC

Overweight/Buy 1110 36% 282 42% 25% 515 37%
Equal-weight/Hold 1404 45% 312 47% 22% 656 47%
Not-Rated/Hold 13 0% 2 0% 15% 2 0%
Underweight/Sell 581 19% 73 11% 13% 229 16%
TOTAL 3,108 669 1402

Data include common stock and ADRs currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received investment
banking compensation in the last 12 months. Due to rounding off of decimals, the percentages provided in the "% of total" column may not add up to exactly
100 percent.
Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, on a
risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage universe,
on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the analyst's
industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage universe, on a
risk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.
Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad
market benchmark, as indicated below.
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant broad market
benchmark, as indicated below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market
benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe -
MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index.
Stock Price, Price Target and Rating History (See Rating Definitions)
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Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney
LLC or Morgan Stanley or any of their affiliates, are available on the Morgan Stanley Wealth Management disclosure website at
www.morganstanley.com/online/researchdisclosures. For Morgan Stanley specific disclosures, you may refer to
www.morganstanley.com/researchdisclosures.
Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted
by the same person who reviews the Equity Research report on behalf of Morgan Stanley. This could create a conflict of interest.
Other Important Disclosures
Morgan Stanley & Co. International PLC and its affiliates have a significant financial interest in the debt securities of AES Corp., American Electric Power Co,
Dominion Energy Inc, Entergy Corp, Exelon Corp, NextEra Energy Inc, NRG Energy Inc, Public Service Enterprise Group Inc.
Morgan Stanley Research policy is to update research reports as and when the Research Analyst and Research Management deem appropriate, based on
developments with the issuer, the sector, or the market that may have a material impact on the research views or opinions stated therein. In addition, certain
Research publications are intended to be updated on a regular periodic basis (weekly/monthly/quarterly/annual) and will ordinarily be updated with that
frequency, unless the Research Analyst and Research Management determine that a different publication schedule is appropriate based on current conditions.
Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the
meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act.
Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other
factors. For all research available on a particular stock, please contact your sales representative or go to Matrix at http://www.morganstanley.com/matrix.
Morgan Stanley Research is provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley to
clients. Certain, but not all, Morgan Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through
alternate electronic means as a convenience. For access to all available Morgan Stanley Research, please contact your sales representative or go to Matrix at
http://www.morganstanley.com/matrix.
Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html). By accessing
and/or using Morgan Stanley Research, you are indicating that you have read and agree to be bound by our Terms of Use
(http://www.morganstanley.com/terms.html). In addition you consent to Morgan Stanley processing your personal data and using cookies in accordance with
our Privacy Policy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge.html), including for the purposes of setting your preferences
and to collect readership data so that we can deliver better and more personalized service and products to you. To find out more information about how Morgan
Stanley processes personal data, how we use cookies and how to reject cookies see our Privacy Policy and our Global Cookies Policy
(http://www.morganstanley.com/privacy_pledge.html).
If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies
please do not access our research.
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the
circumstances and objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and
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strategies, and encourages investors to seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's
circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and
certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the solicitation
of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary
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INDUSTRY COVERAGE: Diversified Utilities / IPPs

COMPANY (TICKER) RATING (AS OF) PRICE* (07/17/2019)

Stephen C Byrd
AES Corp. (AES.N) E (04/27/2018) $17.65
American Electric Power Co (AEP.N) E (04/18/2019) $91.02
Dominion Energy Inc (D.N) $77.37
Entergy Corp (ETR.N) O (04/18/2019) $105.54
Exelon Corp (EXC.N) E (03/28/2017) $48.60
NextEra Energy Inc (NEE.N) O (07/22/2014) $209.91
NRG Energy Inc (NRG.N) E (03/25/2019) $34.80
Public Service Enterprise Group Inc (PEG.N) O (09/21/2017) $60.89
Vistra Energy Corp (VST.N) O (03/25/2019) $22.22

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.

 
© 2019 Morgan Stanley
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Energy | Power & Utilities

Please see the analyst certification and important disclosures on page 53 of this report. Evercore ISI and affiliates do and seek to do business 
with companies covered in its research reports. Investors should be aware that the firm may have a conflict of interest that could affect the 
objectivity of this report. Investors should consider this report as only a single factor in making their investment decision. 
©  2019. Evercore Group L.L.C. All rights reserved.

Power / Capacity Market Conditions Are 
Not Constructive. But Cash Flow Valuation 
Look Compelling At These Share Prices
Our forecasts are negatively impacted by lower power prices, but 
we see good value. We rate NRG, VST, EXC, PEG Outperform.

Power and capacity market conditions have not been 
constructive. YTD there have been significant headwinds: Wholesale 
power prices are down significantly in PJM and ERCOT (where the 
summer is expected to be mild and the CDR report pointed to more 
renewable generation being built), mostly since the end of Q1. Both 
spark spreads and heat rates have declined. ISO-NE capacity auction 
results were lower. The PJM capacity auction parameters point to 
lower pricing in the upcoming ’22 auction this August while in PJM 
both capacity and energy price reforms are stalled at FERC and the 
PJM stakeholder process. In response PJM member states (as well 
as in NYISO and ISO-NE) are increasingly intervening to prop up 
nuclear plants, undercutting confidence in markets. 

Stock price performance for merchant power centric companies 
has not surprisingly also been lackluster: YTD NRG is down 
~12%, VST is down ~2%, EXC has at total return of 10% and PEG 
has a total return of 19%. Regulated utilities are up >18% on average 
YTD with the top 10 in our coverage universe up +/-25%. The SP500 
is up ~19%YTD. 

Going in to Q2 we are looking at negative earnings revisions for 
VST, EXC, and to a lesser degree PEG (we think NRG is ok).  But 
cash flow valuations look compelling even at the current “mark”. 
Yes, the stocks are lower but cash flow characteristics at these 
valuations and under current market conditions appear sufficient to hit 
deleveraging targets and achieve IG rating for VST and NRG. This 
should drive significant value to the equity for long term and patient 
equity investors. EXC will have a tougher time addressing market 
conditions but could see a significant value re-rate if they achieve their 
legislative agenda in IL this fall. The market impact on PEG is smaller 
and less impactful as the regulated business is the main value driver. 
Please read further in this note for our forecast and target price 
adjustments. 

How do we convince investors that merchant power is a good 
value and not a “value trap”? The bottom line is first and foremost 
that NRG and VST have to put up cash flows that are in fact 
somewhat resilient to wholesale price declines. They must maintain 
newfound capital discipline by keeping capex low sticking to 
conservative debt/EBITDA targets, and buying back stock, optimizing 
their fleets. We also need to see some evidence that power market 
and capacity market conditions will stabilize. If NRG, VST put up 
decent numbers and the stocks don’t respond over time the exit could 
be going private. CPN sold to ECP at a more robust valuation than 
where NRG and VST currently trade. Cash is king.  EXC valuation is 
more challenged near-term by market conditions but upside could be 
somewhat “binary” on the prospects for IL legislation which would be a 
sea change in the risk profile. PEG’s main value driver is growth in the 
core utility. 

 

July 18, 2019

Greg Gordon, CFA
212-653-9000
greg.gordon@evercoreisi.com
Tulkin Niyazov, CFA
212-653-8977
Tulkin.Niyazov@evercoreISI.com
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Company Changes Estimates
Rating Target Price Current Year Next Year

Symbol Company Price Curr Prev Curr Prev Curr Prev Curr Prev
EXC Exelon Corp. $48.55 - OPF OPF - $50.50 $50.50 - $3.10 $3.15 - $3.05 $3.15
NRG NRG Energy Inc. $34.83 - OPF OPF - $47.00 $47.00 - - - -
PEG Public Service 

Enterprise Group
$60.83 - OPF OPF - $61.00 $61.00 - $3.23 $3.25 - $3.40 $3.50

VST Vistra Energy Corp $22.25 - OPF OPF ▼ $32.00 $35.50 - - - -

Source: Company Data, Evercore ISI Research

Company 2019 EPS / EBITDA 2020 EPS / EBITDA 2021 EPS / EBITDA Target
Ticker Rating Delta New Prior Consensus Delta New Prior Consensus Delta New Prior Consensus Price

Diversifieds
EXC Outperform ▼ 3.10 3.15 3.14 ▼ 3.05 3.15 3.14 ▼ 3.00 3.15 3.14 50.50$ 7%
PEG Outperform ▼ 3.23 3.25 3.26 ▼ 3.40 3.50 3.50 ▼ 3.50 3.65 3.61 61.00$ 4%

IPPs
VST Outperform ▼ 3,350 3,375 3,358 ▼ 3,125 3,320 3,330 ▼ 2,975 3,170 3,058 32.00$ 48%
NRG Outperform - 1,975 1,975 2,022 - 1,860 1,860 1,955 - 1,835 1,835 1,829 47.00$ 38%

Note: Expected total return calculation based on stock prices as of 07/17/19 close.
Our prior estimates were based on 1Q19 power market curves, whereas new estimates are based on 2Q power market curves

Expected 
Total 
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Greg Gordon, CFA
Greg.Gordon@evercoreisi.com
212.653.9000

Tulkin Niyazov
Tulkin.Niyazov@evercoreisi.com
212.653.8977

Michael Lonegan
Michael.Lonegan@evercoreisi.com

Jeffrey Qiu
Jeffrey.Qiu@evercoreisi.com

Merchant Power: July 17, 2019

Power And Capacity Market Backdrop Has Been Negative   

There Are EBITDA Headwinds For Generators

Reducing estimates for EXC & VST and to a lesser degree PEG. 
NRG should show more resiliency as they have a more balanced 

wholesale & retail business mix. 

Valuation for NRG, VST, EXC, PEG Varies From Reasonable To 
Pretty Cheap, Even Taking Negative Fundamentals In To Account  

For The Stocks To Work We Need Better Market Fundamentals 
(ERCOT/PJM) And / Or Specific Catalysts Like Capital Allocation, 

Portfolio Optimization, State Legislative Activity    

*See the last pages for important disclosures regarding these stocks and this report. 
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Power and capacity market conditions have not been constructive: YTD there have been significant headwinds: Wholesale power
prices are down significantly in PJM and ERCOT (where the summer is expected to be mild and the CDR report pointed to more
renewable generation being built), mostly since the end of Q1. Both spark spreads and heat rates have declined. ISO-NE capacity
auction results were lower. The PJM capacity auction parameters point to lower pricing in the upcoming ’22 auction this August while in
PJM both capacity and energy price reforms are stalled at FERC and the PJM stakeholder process. In response PJM (as well as the
NYISO and ISO-NE member states) are also increasingly intervening to prop up nuclear plants, with government intervention
undercutting confidence in markets.

Stock price performance for merchant power centric companies has not surprisingly also been lackluster: YTD NRG is down
~12%, VST is down ~2%, EXC has at total return of 10% and PEG has a total return of 19%. Regulated utilities are up >18% on average
YTD with the top 10 in our coverage universe up +/-25%. The SP500 is up ~19%YTD.

Cash flow valuations at these prices looks pretty good for NRG and VST, especially if you believe retail channel margins have
remained robust with declining wholesale prices. NRG has migrated to a mostly “matched book” business model which should make
the overall EBITDA and cash flow outlook resilient to lower wholesale prices, at least in the short to medium term. VST is net long but
has enough retail load that they should also exhibit some of these characteristics. EXC has more direct wholesale exposure and the
impact of market conditions is most negative for them but other factors could drive a lot more L-T value (IL legislation to compensate
nukes). PEG has direct exposure but the core regulated utility is the major value driver, so the overall impact on results is more muted.

How do we convince investors that merchant power is a good value and not a “value trap”? The bottom line is first and foremost
that NRG and VST have to put up cash flows that are in fact somewhat resilient to wholesale price declines. They must maintain
newfound capital discipline by keeping capex low sticking to conservative debt/EBITDA targets, and buying back stock, optimizing their
fleets. We also need to see some evidence that power market and capacity market conditions will stabilize. If NRG, VST put up decent
numbers and the stocks don’t respond over time the exit could be going private. CPN sold to ECP at a more robust valuation than where
NRG and VST currently trade. Cash is king. EXC valuation is more challenged near-term by market conditions but upside could be
somewhat “binary” on the prospects for IL legislation which would be a sea change in the risk profile. PEG’s main value driver is growth
in the core utility.

Catalysts: Q2 earnings is coming up. EXC will have a tough time addressing market conditions and VST may as well. We see NRG as
much more resilient given their “matched book” and think they will outperform diminished expectations. PEG is negatively exposed but
the impact is smaller. The PJM Capacity auction for ’22-’23 is scheduled for mid-August. This summer ERCOT is pretty tight with reserve
margins at 8.6%. Volatility while currently less likely would benefit spot / forward prices. State government intervention in power markets
through nuclear subsidies is evolving in OH and IL. We review all these factors in this note.

Merchant Power Stocks Look Cheap Despite Lousy Power / Capacity Market Conditions   

Source: Evercore ISI Research, Company Disclosures, SparkSpread
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Forward power prices have come down in PJM, ERCOT, MISO, NY & NE due to lower gas prices, as well as contracting
heat rates, mild weather. PJM & MISO remain well supplied. ERCOT is tight but the recent CDR points to renewable capacity
addition. All of this has led to forward curves in steep backwardation, exacerbated by a lack of liquidity in out years. VST appears
most impacted. With Ni Hub prices down 10% since end of Q1 ’19, EXC also has significant headwinds.

Natural gas prices have significantly decreased as oil prices increased YTD. Cal ’19 Henry Hub prices have fallen by ~19%
YTD. Delivered gas prices at most major hubs have followed suit. Houston Ship Channel prices have decreased ~19%. At Tetco
M3 and Chicago we see delivered gas down ~20% and ~12% YTD.

Market heat rates have also been under pressure in PJM and ERCOT. Implied heat rates in PJM have contracted by 5-10%
out the curve (gas doesn’t explain the move). In ERCOT that is probably due to a lack of near term summer volatility moving out
the curve as well as the aforementioned CDR report. In PJM demand forecast continue to be revised down and the market remains
very well supplied with consistent new entry of CCGT’s offsetting other retirements and the state interventions threatening to keep
marginal units from retiring (NJ, OH, IL, PA).

Spark Spreads are weaker across all markets and tested time periods. ERCOT Cal ’19 sparks are down 23% QTD. If natural
gas prices gain some ground in ERCOT (they do not require very large moves like in PJM) spark spreads should expand again.
Summer volatility / expectations of future scarcity are also critical drivers. In PJM, Cal ‘21 spark spreads have declined ~25-30%
QTD. VST has the most spark spread exposure of our coverage universe in PJM.

We provide more details on all these commodity price curves on slides 13-17.

Power Market Fundamentals Have Been Negative, Putting Pressure On Financial Outlooks 

Source: Evercore ISI Research, Company Disclosures, SparkSpread
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Updating Estimates & Target Prices, Taking In To Account Degraded Forward Curves 

• Power fundamentals are definitely a headwind but there are offsets. NRG, VST and EXC all have retail sales channels
that to varying degrees should be countercyclical impacts on EBITDA, Net Income. We are also now including the Stream
Energy deal in NRG’s outlook. Free cash flow for NRG and VST also improve on the margin due to significant accretive
refinancing activities in the quarter.

• Our old/new estimates are shown below. Our new estimates reflect the above mentioned factors. In our MTM analysis,
we update for latest curves assuming that companies may have put additional hedges over the quarter. We also build in for
NRG, VST and EXC some counter-cyclicality from retail businesses (greatest for NRG). Other factors also impact our
forecasts, including Stream Energy in EBITDA for NRG. As we point out later in this note, cash flows at NRG and VST have
also been bolstered by accretive refinancing activities.

Source: Evercore ISI Research, FactSet

Company 2019 EPS / EBITDA 2020 EPS / EBITDA 2021 EPS / EBITDA Target
Ticker Rating Delta New Prior Consensus Delta New Prior Consensus Delta New Prior Consensus Price

Diversifieds
EXC Outperform ▼ 3.10 3.15 3.14 ▼ 3.05 3.15 3.14 ▼ 3.00 3.15 3.14 50.50$ 7%
PEG Outperform ▼ 3.23 3.25 3.26 ▼ 3.40 3.50 3.50 ▼ 3.50 3.65 3.61 61.00$ 4%

IPPs
VST Outperform ▼ 3,350 3,375 3,358 ▼ 3,125 3,320 3,330 ▼ 2,975 3,170 3,058 32.00$ 48%
NRG Outperform - 1,975 1,975 2,022 - 1,860 1,860 1,955 - 1,835 1,835 1,829 47.00$ 38%

Note: Expected total return calculation based on stock prices as of 07/17/19 close.
Our prior estimates were based on 1Q19 power market curves, whereas new estimates are based on 2Q power market curves

Expected 
Total 
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EXC Looks Fully Valued Given Depressed Power Market Conditions, But The Possibility Of IL 
Legislation For Nukes & Robust L-T Utility Growth Create Positive Long-Term Optionality

Source:  Evercore ISI Research, FactSet, SNL Financial

• A significant decrease in forward power curves drives lower expectations and value for ExGen, offset by a modestly better
utility valuation. Forward Power prices came down mostly because of lower gas prices but also lower heat rates. 2021 Ni Hub Power
prices are down 10% YTD and 8% QTD. We mark-to-market our model using the latest curves which leads to ExGen EBITDA decrease
of ~$200m in ’21 (or ~$2/share of value) as we assume some hedging in the quarter and retail counter-cyclicality. In fact a pure “mark”
could be $100m worse. We have moved up our utility valuation by half a turn as market multiples have risen dramatically YTD.

• Our $50.50/share target price (unchanged) builds in the potential upside that could result from either a recovery in power market
fundamentals and / or passage of legislation in IL that would compensate EXC for the value of it’s nuclear fleet in the state, which would
be significantly value accretive.

IL  UPSIDE - VETO 
Session Approval Untis 2021 2022 2023 2024 2025

LT Utility Growth % 6.0% 6.0% 6.0% 6.0%
Utility $/share $2.35 $2.49 $2.64 $2.80 $2.97
IL Legislation Upside $/share 0.15 0.15
ExGen $/share 0.81 0.81 0.81 0.96 1.11
Parent $/share (0.17) (0.17) (0.17) (0.17) (0.17)
Consolidated EPS $/share $3.00 $3.13 $3.28 $3.59 $3.91
P/E x 16.3x 16.3x 16.3x 16.3x 16.3x
Target Price $/share $48.8 $51.0 $53.5 $58.5 $63.7

Average Annual TSR: Next Three Years 
Price Return CAGR 4.0% 5.0% 5.6% 7.0% 8.0%

Years of Compounding 3 3 3 3 3

Current Share Price $49.7 $49.7 $49.7 $49.7 $49.7

Ending Stock Price $55.9 $57.5 $58.5 $60.8 $62.6

Dividend Yield 2.9% 2.9% 2.9% 2.9% 2.9%

Average Annual TSR 6.9% 7.9% 8.5% 9.9% 10.9%

EXC - SOTP Valuation Units 2021
Share Count mm 981
Utility EPS $/share $2.18
Multiple x 18.0x
Utility Value $/share $39.3
ExGen EBITDA $mm $2,510
Multiple x 6.5x
Enterprise Value $mm $16,317
Net Debt $mm $6,688
ExGen Value $mm $9,629
ExGen Value $/share $9.8

Total Value No Upsides $/share $49
Unlevered FCF $mm $1,920
Unlevered FCF to EV % 11.8%
Net Debt to EBITDA x 2.7x

• We have updated our consolidated ’19-’21 EPS forecast to $3.10/$3.05/$3.00 from $3.15/$3.15/$3.15. Our Utility & Parent EPS
forecast for ’19-’21 remains unchanged at $1.92/ $2.05/ $2.18 vs. management’s guidance at the mid-point of $1.90/ $2.00 / $2.10. We
reduce ExGen’s EBITDA forecast to ~$2.98bn, ~$2.77bn, and $2.51bn from ~$3.05bn, ~$2.90bn, and $2.70bn for ’19-’21 time period.
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PEG Has Limited Exposure To Volatility In Power Curves Thanks To Larger & Growing Utility Business

• We have tweaked up our utility valuation and modified our EPS outcome probability analysis in order to justify maintaining our $61
target price for PEG. It is the least attractive of the four diversified / merchant stocks, but is a better value than most pure regulated
utility stocks as we think that the group is generally overvalued (see our most recent macro note on this topic here)

• Our target price is derived based on a set of ‘Bull, Base & Bear’ scenarios, probability weighted. It takes into account a higher
range of values for PSE&G due to higher expected EPS and a lower range of values for PEG Power due to both lower expected
EBITDA and accounting for PJM capacity reform downside risks. We still see good value in the stock, including under a scenario
in which FERC’s FRR-A capacity proposal moves forward and PEG Power’s 2023 capacity revenues become modestly impaired.

Source:  Evercore ISI Research, FactSet, SNL Financial

• We have updated our consolidated ’19-’21 EPS forecast to $3.23 / $3.40 / $3.50 from $3.25 / $3.50 / $3.65. We reduce PEG
Power’s EBITDA forecast to ~$1.13bn, ~$1.04bn, and $0.96bn from ~$1.14bn, ~$1.11bn, and $1.05bn for ’19-’21 time period. Our
Utility & Parent EPS forecast remains unchanged for ’19-’21 time period. Our utility EPS forecast includes PEG’s settlement with
the BPU (which includes the impact of tax reform), and Clean Energy and Energy Strong II plans. Our rate base forecast is
$20.5bn / $22.1bn / $23.9bn for ’19-’21, reflecting 8% rate base growth over that timeframe. PEG has executed on increasing its
capital program to a 7-9% rate base growth aspiration with its settlement for an extension / increase to the gas modernization plan
and incremental opportunities in energy efficiency investments with the Clean Energy Bill. We currently assume only ~50% of the
investments are approved related to recent filings for Energy Strong capex and the Clean Energy Future (CEF) plan.

PEG Valuation
Scenario

2021 Utility
EPS

Utility
Multiple

Utility
Value

2021 Power
EBITDA

Power
Value

SOTP
Valuation Probability Weighted

Average

Base Case $2.80 18.0x $51 $960 $8 $59 65% $38
Upside 2.85 19.0 54 1,130 $11 65 30% $20
Downside 2.75 17.0 47 790 $6 53 5% $3

Probability Weighted Target Price $61

Financial Forecast Update Units 2019 2020 2021

PEG Consolidated EPS
Old EPS $mm $3.25 $3.50 $3.65
New EPS $mm $3.23 $3.40 $3.50

PEG Power
Old EBITDA $mm $1,143 $1,111 $1,051
New EBITDA $mm 1,135 1,045 960

490

Attachment SDR-ROR-10(c)
490 of 587



11

Maintain Outperform Ratings On VST & NRG. Reduce VST’s TP to $32 from $35.5. NRG’s TP 
Remains Unchanged

Source:  Evercore ISI Research, FactSet, SNL Financial

VST: We updated our 12-month target price to $32/share
from $35.5/share. We maintain an Outperform rating. The
decrease in valuation is driven by decrease in our EBITDA/Cash
Flow estimates. We maintain our terminal EV/EBITDA multiple of
~7.1x. At ~$22/share, the stock is trading at ~5.7X FY’21
EBITDA, and a ~13.7% unlevered free cash flow yield to the EV.
So valuation looks very compelling and this could still be a
positive earnings revision story as our forecast is conservative.

We have updated our ’19-’21 EBITDA forecast to $3.350bn,
$3.125bn, and $2.975bn from $3.375bn, $3.320bn, and
$3.170bn, respectively.

NRG: We maintain our 12-month target price of $47/share
and Outperform rating. Our target price is at the mid-point of a
scenario analysis taking into account a range of expected
EBITDA levels and valuation multiples in 2021. The stock is
currently trading at unlevered FCF yield of ~13% on our base
case forecast, or 6.7x 2021 EV/EBITDA. Our base case
supports $47/share target price. It reflects a ’21 levered FCF
yield of 13%.

We maintain our EBITDA forecast of $1.975bn, $1.860bn, and
$1.835bn for ’19 / ’20 / ’21, respectively. We incorporate latest
power curves, Stream Energy acquisition and refinancing
transactions into our forecast.

NRG - 2021 Valuation Units Current Bear Base Bull
EBITDA $mm $1,835 $1,710 $1,835 $1,960
Shares Outstanding mm 216 216 216 216
Trading Multiple x 6.7x 7.6x 8.2x 9.1x
Enterprise Multiple $mm 12,274 12,964 15,049 17,917
Net Debt $mm 4,878 5,003 4,878 4,753
Equity Value $mm 7,396 7,961 10,171 13,164
Stock Price $/share $34 $37 $47 $61

Unlevered FCF $mm 1,610 1,485 1,610 1,735
Unlevered FCF Yield % 13.1% 11.5% 10.7% 9.7%

Levered FCF $mm 1,321 1,196 1,321 1,446
Levered FCF Yield % 17.9% 15.0% 13.0% 11.0%

VST - 2021 Valuation Units Current Bear Base Bull
EBITDA $mm $2,975 $2,850 $2,975 $3,100
Shares Outstanding mm 424 424 424 424
Trading Multiple x 5.7x 6.6x 7.1x 7.9x
Enterprise Multiple $mm 16,955 18,927 21,245 24,494
Net Debt $mm 7,574 7,699 7,574 7,449
Equity Value $mm 9,381 11,228 13,671 17,045
Stock Price $/share $22 $26 $32 $40

Unlevered FCF $mm 2,318 2,193 2,318 2,443
Unlevered FCF Yield % 13.7% 11.6% 10.9% 10.0%

Levered FCF $mm 1,918 1,793 1,918 2,043
Levered FCF Yield % 20.4% 16.0% 14.0% 12.0%
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Source:  Evercore ISI Research

• Post Crius acquisition, VST’s aggregate generation to
load match increased to 45% from < 40%, which should
help the company provide stable cash flows through
commodity cycles. VST’s retail presence increased to 19
states and almost 4 million customers.

• VST’s exposure to volatility of power price at ERCOT have
significantly decreased over the last few years as the
company retired more than 4GW coal plants and expanded
its retail operations.

IPPs Have Increased Their Retail Businesses Mix Reducing Exposure To Power Curve Volatility

• NRG has fully matched book in ERCOT, which
eliminates its exposure to commodity curve fluctuations.
The company also runs its eastern portfolio at low
capacity factors (and mostly benefits from capacity
revenues rather than energy revenues), hence its
wholesale generation naturally hedged through retail
load.

These estimates are based on pro-forma retail acquisitions for both VST and NRG
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IPPs Have Mitigated Their Direct Commodity Exposure By Expanding Retail Operations. 

• Retail load serving businesses provide a hedge for wholesale power operations when they are regionally matched, reducing
the financial impact of lower forward power curves. We updated our forecasts using power curves and hedging disclosures as of
Q’1 as a starting point. We then stressed our estimates for the latest power curves under different retail volatility mitigation scenarios.

• NRG appears to have a mostly “matched book” in ERCOT and PJM largely reducing its exposure to power curve volatility. As shown
in the scenario 1 below. The recent drop in power curves has only ~$40m EBITDA impact to NRG’s ’21 outlook if we assume retail
offset, and that is eliminated once we add the recent Stream Energy acquisition.

• VST is net short in ERCOT and PJM but still benefits meaningfully if we assume retail counter-cyclicality on the portion of their
wholesale fleet in each market that is matched with retail .

Source: Evercore ISI Research, FactSet

EBITDA
FCF - 

Levered
FCF - 

UnLevered
EV / EBITDA FCF / EV

FCF / Equity 
Value

Official Estimates (3/31/2019) $3,170 $2,057 $2,513 5.3x 15% 23%

Scenario 1 - 100% Retail Offset $2,975 $1,918 $2,318 5.7x 14% 20%

Scenario 2 - 50% Retail Offset $2,589 $1,488 $1,931 6.6x 11% 15%

Scenario 3 - 0% Retail Offset $2,205 $1,104 $1,548 8.0x 9% 11%

Base vs. Scenario 1 ($195) ($139) ($195) 0.4x (1.2%) (2.5%)

Base vs. Scenario 2 ($581) ($569) ($582) 1.3x (3.6%) (8.4%)

Base vs. Scenario 3 ($965) ($953) ($965) 2.6x (6.1%) (12.2%)

Shares 398

EBITDA
FCF - 

Levered
FCF - 

UnLevered
EV / EBITDA FCF / EV

FCF / Equity 
Value

Official Estimates (3/31/2019) $1,835 $1,263 $1,583 6.3x 14% 18%

Scenario 1 - 100% Retail Offset $1,835 $1,321 $1,610 6.7x 13% 18%

Scenario 2 - 50% Retail Offset $1,677 $1,133 $1,452 7.1x 12% 15%

Scenario 3 - 0% Retail Offset $1,555 $1,011 $1,331 7.6x 11% 13%

Base vs. Scenario 1 $0 $58 $27 0.4x (0.5%) (0.1%)

Base vs. Scenario 2 ($158) ($130) ($131) 0.7x (1.4%) (3.1%)

Base vs. Scenario 3 ($280) ($252) ($252) 1.3x (2.4%) (5.2%)
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Our forecast incorporates recent refinancing transactions for VST and NRG. We also incorporate the Stream Energy transaction into NRG’s outlook.
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Source: Evercore ISI Research, FactSet

VST / NRG Cash Flow Valuation Looks Compelling If Numbers Are Resilient, EXC / PEG Look Relatively Cheap Too.  

• The IPPs exhibit a resilient cash flow profile against both equity and enterprise value under current power market
fundamentals if you believe our thesis on retail counter-cyclicality. VST is cheaper on the margin on cash flow metrics but is also
theoretically more risky (+/-45% load matched for VST vs. +/-100% load matched for NRG)

• At current valuation using a full utility P/E multiple the residual of ExGen and PEG Power looks attractive as well. But valuation
alone is not a thesis. We need to see stabilization/ improvement in market conditions and / or other stock specific catalysts to drive a
sustained rebound in stock price performance.

1. Adjusted EBITDA for NRG and VST represents our consolidated EBITDA estimates, whereas for EXC and PEG it represents only GenCo EBITDA
2. Market caps for NRG and VST are calculated by solving for  net debt to EBITDA and assuming excess cash would be used for share buy-back at current market prices. Market Caps for EXC and PEG are calculated based on a sum-

of-the-parts analysis, with ’19, ’20, and ’21 utility contribution to valuation based on 21.4x, 20.1x, and 18.9x earnings, respectively, as those are current market multiples for the Regulated peer group

7/17/2019 NRG VST EXC PEG

2019 2020 2021 2019 2020 2021 2019 2020 2021 2019 2020 2021
Adjusted EBITDA1 $1,975 $1,860 $1,835 $3,350 $3,125 $2,975 $2,988 $2,770 $2,510 $1,135 $1,045 $960

CFO $1,580 $1,502 $1,479 $2,765 $2,583 $2,463 $3,522 $3,669 $3,407 $1,511 $1,069 $1,001
Total Capex (158) (158) (158) (629) (620) (545) (1,925) (1,925) (1,750) (395) (200) (200)
FCF (levered) $1,422 $1,344 $1,321 $2,137 $1,963 $1,918 $1,597 $1,744 $1,657 $1,116 $869 $801

Interest Expense $360 $290 $289 $634 $472 $400 $301 $268 $263 $77 $74 $70

FCF + Interest (unlevered) $1,782 $1,634 $1,610 $2,770 $2,435 $2,318 $1,897 $2,011 $1,920 $1,192 $944 $871

Market Cap ($ m's)2 $9,204 $8,343 $7,395 $10,076 $10,076 $9,381 $7,197 $7,299 $7,370 $4,695 $4,408 $3,890
Minority Interest 0 0 0 0 0 0 0 0 0 0 0 0
Total Net Debt 4,880 4,972 4,878 9,868 8,194 7,574 7,398 7,501 6,688 2,699 2,642 2,517
Enterprise Value $14,084 $13,315 $12,273 $19,944 $18,270 $16,955 $14,595 $14,799 $14,058 $7,394 $7,050 $6,406

FCF Yield (vs. Enterprise Value) 13% 12% 13% 14% 13% 14% 13% 14% 14% 16% 13% 14%

Market Cap / Adjusted Equity Value $9,204 $8,343 $7,395 $10,076 $10,076 $9,381 $7,197 $7,299 $7,370 $4,695 $4,408 $3,890

FCF Yield (vs. Equity Value) 15% 16% 18% 21% 19% 20% 22% 24% 22% 24% 20% 21%

Net Debt / EBITDA 2.5x 2.7x 2.7x 2.9x 2.6x 2.5x 2.5x 2.7x 2.7x 2.4x 2.5x 2.6x

Trading EV / EBITDA 7.1x 7.2x 6.7x 6.0x 5.8x 5.7x 4.9x 5.3x 5.6x 6.5x 6.7x 6.7x

EVRISI Power & Utilities Merchant Valuation
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Forward Curve Update
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Source:  SNL Financial, Evercore ISI Research

The Natural Gas Prices Have Significantly Decreased During The Last Quarter As Oil Prices Increased

• Cal ’19 Henry Hub prices have retraced significantly QTD. Most delivered gas prices have followed suit, Houston Ship
Channel prices have experienced largest decrease of ~19%. Near-term weakness in gas prices have translated to lower
power prices and decrease in VST / NRG share prices.

• In TX, Houston Ship Channel has tracked with Henry Hub, but recently been pricing at a bit of a discount as Permian
production flourishes.

Forward Gas Prices as of: Change (%) Annualized Curve
Delivered Gas 06/30/18 12/31/18 03/31/19 06/30/19 Y / Y YTD QTD 2019 2020 2021
Tetco M3

2019 2.98 2.75 2.61 2.20 -26% -20% -16%
2020 2.76 2.82 3.04 2.78 1% -1% -9%
2021 2.59 2.69 2.91 2.78 7% 3% -5%

Chicago
2019 2.55 2.52 2.62 2.21 -13% -12% -16%
2020 2.42 2.49 2.65 2.43 0% -2% -8%
2021 2.37 2.46 2.58 2.49 5% 1% -4%

Houston Ship Channel
2019 2.79 2.77 2.80 2.27 -19% -18% -19%
2020 2.58 2.65 2.69 2.44 -5% -8% -9%
2021 2.52 2.61 2.60 2.48 -2% -5% -5%

Algonquin Gates
2019 4.60 3.94 3.47 3.20 -30% -19% -8%
2020 4.58 4.46 4.45 4.11 -10% -8% -8%
2021 4.60 4.54 4.54 4.29 -7% -6% -6%

Transco Z6-NY
2019 3.54 3.18 2.85 2.50 -29% -21% -12%
2020 3.29 3.51 3.67 3.39 3% -3% -8%
2021 3.12 3.31 3.46 3.31 6% 0% -4%

2

2

3

2

2
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Source:  SNL Financial, Evercore ISI Research

• Forward Power Curves have come down Y/Y, YTD, and QTD in most markets due to low gas prices, plenty of
generation capacity and low volatility in commodity prices.

• ERCOT forward curves are in backwardation due to lack of liquidity in outer yeas as well as strong pipeline of
renewables

Power Price Have Dropped Significantly Mainly Due to Low Gas Prices

Forward Power Prices as of: Change (%) Annualized Curve
ATC Power 06/30/18 12/31/18 03/31/19 06/30/19 Y / Y YTD QTD 2019 2020 2021
PJM West

2019 31.44 33.57 30.32 25.65 -18% -24% -15%
2020 30.43 32.23 32.33 27.26 -10% -15% -16%
2021 29.69 30.90 31.32 26.92 -9% -13% -14%

NI Hub
2019 25.88 26.48 25.59 22.92 -11% -13% -10%
2020 25.05 25.20 25.13 22.68 -9% -10% -10%
2021 24.34 24.55 24.13 22.22 -9% -10% -8%

ERCOT
2019 33.01 35.89 38.64 31.77 -4% -11% -18%
2020 30.87 32.10 33.81 30.30 -2% -6% -10%
2021 28.91 30.52 31.03 29.37 2% -4% -5%

Mass Hub
2019 40.23 41.91 34.79 31.01 -23% -26% -11%
2020 40.90 42.20 40.49 37.16 -9% -12% -8%
2021 39.70 42.95 39.45 38.09 -4% -11% -3%

Zone J
2019 37.50 38.21 33.73 29.15 -22% -24% -14%
2020 38.64 37.42 38.88 33.74 -13% -10% -13%
2021 46.67 41.97 41.95 35.12 -25% -16% -16%
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Source:  SNL Financial, Evercore ISI Research

Spark Spreads Are Down Significantly Across All Markets QTD and YTD.

• Although Spark Spreads are weak across all markets and tested time periods, ERCOT spark are up year-over-year as
a function of significant recent drop in gas prices.

• If natural gas prices gain some ground in ERCOT (they do not require very large moves like in PJM) spark spreads
should expand again.

Forward Spark Spreads as of: Change (%) Annualized Curve
Pk Sparks 06/30/18 12/31/18 03/31/19 06/30/19 Y / Y YTD QTD 2019 2020 2021
PJM West

2019 15.55 19.73 16.78 14.39 -7% -27% -14%
2020 16.04 18.05 16.25 11.83 -26% -34% -27%
2021 16.33 17.49 16.15 11.31 -31% -35% -30%

NI Hub
2019 12.99 13.78 12.87 11.61 -11% -16% -10%
2020 12.89 13.18 12.43 9.85 -24% -25% -21%
2021 12.37 12.46 11.76 8.67 -30% -30% -26%

ERCOT
2019 25.09 29.30 34.26 26.43 5% -10% -23%
2020 23.40 25.52 26.77 23.60 1% -8% -12%
2021 21.10 23.52 22.38 21.53 2% -8% -4%

Mass Hub
2019 13.81 19.88 15.18 13.36 -3% -33% -12%
2020 14.57 16.84 14.96 13.10 -10% -22% -12%
2021 12.75 16.70 13.21 12.75 0% -24% -3%

Zone J
2019 20.07 22.55 21.00 18.15 -10% -20% -14%
2020 22.67 20.10 20.20 15.58 -31% -22% -23%
2021 32.00 25.77 26.46 17.67 -45% -31% -33%
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Source:  SNL Financial, Evercore ISI Research

• Implied heat rates in PJM have contracted on falling power and gas prices. Further, the prospect of delayed “market
tightening” to go alone with new combined cycle entry, and a lack of summer volatility have had a detrimental impact on
implied heat rates.

Market Heat Rates Have Been Under Pressure in PJM and ERCOT

Forward Heat Rates as of: Change (%) Annualized Curve
ATC IHR 06/30/18 12/31/18 03/31/19 06/30/19 Y / Y YTD QTD 2019 2020 2021
PJM West

2019 10.54 12.21 11.61 11.69 11% -4% 1%
2020 11.03 11.45 10.62 9.80 -11% -14% -8%
2021 11.45 11.47 10.75 9.69 -15% -16% -10%

NI Hub
2019 10.15 10.51 9.76 10.38 2% -1% 6%
2020 10.34 10.14 9.50 9.35 -10% -8% -1%
2021 10.28 9.96 9.35 8.93 -13% -10% -5%

ERCOT
2019 11.82 12.95 13.81 14.02 19% 8% 2%
2020 11.97 12.13 12.56 12.40 4% 2% -1%
2021 11.45 11.72 11.94 11.85 4% 1% -1%

Mass Hub
2019 8.74 10.65 10.02 9.69 11% -9% -3%
2020 8.92 9.46 9.10 9.04 1% -5% -1%
2021 8.63 9.46 8.68 8.87 3% -6% 2%

Zone J
2019 10.58 12.03 11.83 11.66 10% -3% -1%
2020 11.75 10.65 10.59 9.95 -15% -7% -6%
2021 14.95 12.66 12.14 10.61 -29% -16% -13%
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Power Markets Review:
Developments & Issues
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Summer 2018 Was A “Missed Shot on Goal” in ERCOT To Generate Scarcity Pricing 

• In ERCOT which saw exceptional demand accompany one of the hottest summers on record across Texas (June – August
of ’18 was the 5th hottest summer on record, looking as far back as 1895), but the price response was muted due to
excellent resource performance with low outage numbers and high amount of intermittent renewable resource (Wind and Solar)
contribution to meet peak demand. A scatterplot of price/load for the Summer of 2018 vs. the summer of 2011 (when we had a hot
summer and scarcity pricing actually materialized) is shown below. Having no capacity market, revenue from scarcity pricing
events (prices approaching the $9,000/MWh offer cap in the energy market during peak demand) is critical to making up
the “missing money” that generators need to cover their fixed costs and justify continued operation.

• Market fundamentals should improve post ’20 – as economic pressures appear unsustainable. We believe current
(insufficient) revenues will continue drive retirement decisions for older coal and gas plants, (case in point - VST’s retirement of
more than 4000 MW in 2018). Efforts to further grow wind generation may be constrained somewhat by the transmission
topography, but there is also the threat of an eventual solar expansion in TX given the large interest indicated by ERCOT’s queue.

Source: Evercore ISI Research, ERCOT

The Summer '18 SARA Projections vs. actuals at 
peak demand

2018 Actual Peak 
Demand (7/19/18)

Final 2018 
Summer SARA

Total Resources, MW 77558 78184
Thermal and Hydro 65200 66457
Private Use Networks, Net to Grid 3019 3298
Switchable Generation Resources 3057 2727
Wind Capacity Contribution 4229 4193
Solar Capacity Contribution 1136 1120
Non-Synchronous Ties 917 389

Peak Demand, MW 73308 72756

Reserve Capacity, MW 4250 5428

Total Outages, MW 2075 4349
Extreme Outage Scenario 6915

Capacity Available for Operating Reserves, MW 2175 1079

No Outages greater than
500 MW

501

Attachment SDR-ROR-10(c)
501 of 587



22

Will We Get Scarcity Pricing In ERCOT this Summer? Hard to Tell.

• The bottom line is that the market is very tight and the weather forecast is very mild, hence the scarcity pricing is still possible under the right
conditions.

Supply Factors (the negatives):
• Going into summer, ERCOT’s generation resource capacity increased to 78,929 MW due primarily to the expected return of a 365 MW gas fired

unit (an NRG plant). Last year, ERCOT had 78,184 MW of available capacity to service peak demand.
Demand Factors (the positives):
• ERCOT forecasts a peak demand of 74,853 MW, which is 1,300 MW higher than the all-time peak demand record set last summer on July ’19.

• The reserve margin for summer ’19 is expected to be a slim 8.6%.
• In all of the scenarios studied for the final summer seasonal assessment of resource adequacy (SARA), ERCOT expects a potential

need to enter Energy Emergency Alert status in order to maintain system reliability (see table below)
• The real big wild card here will be weather. ERCOT released its final summer weather outlook on 5/8/19, suggesting summer ’19 will not be as hot as

summer ’18. Summer ’18 ranks fifth hottest in Texas dating back to 1895. 2015 ranked the fifth hottest of nine summers this decade, which is a
reasonable expectation for this summer. However, there is a better chance that summer ’19 will be cooler than summer ’15, according to ERCOT. If we
experience specific, prolonged heat waves it could be a game changer. Anything close to the Summer of 2011 (which was easily the #1 hottest summer
on record by any metric) would almost surely drive expectations of scarcity pricing.

Source: Evercore ISI Research, ERCOT

Total Resources, MW [a]
Peak Demand, MW [b]
Reserve Capacity, MW [c] = [a] - [b]

Range of Potential Risks
 Peak Load / 

Typical Outages 
 Peak Load / Extreme 

Outages 
 Peak Load / Low 

Wind 
 Exterme Peak Load / 

Typical Outages 
Total Uses of Reserve Capacity, MW [d] 4,226 6,891 8,164 7,529
Capacity Available for Operating Reserves [c] -[d] (150) (2,815) (4,088) (3,453)

78,929 
74,853 
4,076 

Forecasted Capacity and Demand For Summer '19

• In ERCOT, ‘19 Summer Forward Power Prices remain suppressed due to a mild weather forecast. The reserve margin for summer ’19 is expected
to be a slim 8.6%. The electric demand growth forecast is 2.5%-3.0% through ’22, ERCOT needs ~1.5GW of new capacity additions annually just to keep
it in balance. Yet despite these strong market fundamentals, ’19 peak summer forwards have dropped by ~48% YTD mostly due to mild weather forecast.
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In ERCOT the Supply Curve is Flat, So Power Price Should Move More Consistently With Gas

• We simulate how a TX gas price recovery would drive the market price of power using a simple ERCOT stack model, the
output illustrated below. At 2018’s average ERCOT demand level of ~43,000 MW, if you increase the input costs of gas-fired
generation by +$10/MWh (that is the equal to a $1 move in gas at current market heat rates) leaving all other inputs equal you can
see an increase in the cleared marginal power price almost exactly commensurate (it moves ~$10/MWh, from base ~$20/MWh to
about ~$30/MWh). Coal plants are almost entirely “below” gas in the stack, which comprises the flat part of the curve at the margin.
However, this relationship breaks down when markets get really tight, with pricing on the margin being driven more by the
expectation, or lack thereof, of scarcity pricing which becomes the dominant factor.

Source: Evercore ISI Research, SNL Financial
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In ERCOT the Supply Curve is Flat, So Historically Power Price Moved More Consistently With 
Gas. Tight Markets And Expectations of Scarcity Pricing Change This Dynamic

• Unlike PJM, the ubiquity of natural gas supply at the margin makes power highly levered to the commodity, at least
historically. You can see a far more linear relationship between the two than in PJM, since TX coal and nuclear are “non-marginal”
on a variable cost basis and out of the price-setting equation. Thus conviction bulls and bears used to find opportunities to “play
gas” via power in ERCOT than in a market like PJM. In 2018 this dynamic has changed due to a very warm summer and more than
4GW of coal capacity retirements, which led to heightened expectations of scarcity pricing that to a large degree was not realized.

• Although in 2019 the relationship between gas and power prices started reversing to historical trends, we still anticipate that
expectations of scarcity events will have profound impact on power curves going forward.

• ERCOT gas prices have been weak YTD. Flourishing associated gas production from the Permian appears to be a longer term
threat to baseload generators - Waha forwards pricing at a significant discount to HSC / HH – but there is currently limited takeaway
capacity to move said gas to swing power producers in ERCOT. Without a decline in oil prices to shut the spigot, or a large enough
demand pull for exports, this could be a longer term headwind for TX baseload generators.

Source: Evercore ISI Research, SNL Financial
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In ERCOT, The Gas Price Impact On Spark Spreads Weakened Due To Expectations Of Scarcity 
Pricing and Heightened Volatility

• Historically, Spark spreads generally moved in tandem with gas prices, as can be seen on the left chart below. However,
volatility around a given price level occurs as the market prices in different levels of future supply and demand as well as
scarcity pricing.

• In 2018, the relationship between spark spreads and gas prices broke down. We think spark spreads jumped
significantly during Spring / Summer 2018 due to extremely hot summer and expectation of scarcity pricing. YTD, we see
spark spreads move somewhat more in tandem with gas prices, even though the historical relationship is weakened due to
scarcity pricing expectation, tight power market, and increased renewables penetration.

Source: Evercore ISI Research, SNL Financial
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ERCOT – Beyond 2019, the Market is Probably Tighter than the CDR Suggests

• The official ERCOT Capacity, Demand and Reserves (CDR) report estimates the reserve margin at 10.5% / 15.2% for ’20 / ’21.

• ERCOT forecasts a peak demand of 74.8GW for summer ‘19, which is 1.3GW higher than the all-time peak demand forecast. Total
generation capacity increased to 78.9GW primarily due to the expected return of a 365MW gas fired unit (an NRG plant). The reserve
margin for summer ‘19 is expected to be a slim 8.6%. ERCOT expects a potential need to enter Energy Emergency Alert status to maintain
system reliability (i.e. demand curtailment).

• ERCOT organic load growth is already robust, and could see a bit more upside. In ’18, The PUCT approved the entry of Lubbock
Power & Light (LP&L) to the ERCOT. LP&L will take advantage of TX’s wind energy and avoid the need to build a new $350-$700mm
power plant locally. Having only a small portfolio of old 224 MW gas peakers, it is also net short during the peak hours which would be to
the benefit of conventional gen in ERCOT. LP&L is expected to be fully connected to the ERCOT grid by ’21. In addition the Freeport LNG
project will be fully commercial by the end of 2019, 900 MW of ATC power demand to go with the peak demand growth of 1.5% through
2021 (that is an increase of 900 – 1,450 MW per year). The ERCOT system wide electric demand growth forecast is 2.5%-3% through ’22,
TX needs ~1.5GW of new capacity additions annually just to keep it in balance.

• The CDR forecast includes ~6 GW of solar, ~3GW of wind and ~2GW of thermal peak capacity contribution will materialize by ’22.
Risk adjusting for what will actually get built suggests that a total of 6GW (see below) of peak capacity could realistically come online in the
next five years. We think it is unlikely that the thermal generation will be built given current price dynamics at ERCOT. We also discount
wind and solar generation queues by 35% and 75%, respectively, based on historical trends of generation queue conversions to
commercial operations. Wind generation resources are mostly located in west Texas and exposed to transmission constraints. Solar
resources tend to be located closer to the load pockets and they are faster to build and we concede that it is also becoming economic for
solar developers to financially hedge their outputs through medium term PPA’s (whilst taking more terminal value risk on the assets) which
is on the margin a negative. These market fundamentals lead us to conclude that ERCOT market will stay structurally tight in the near to
medium term.

Source: Evercore ISI Research, ERCOT, Company Disclosures
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PJM Looks Well Supplied – Coal and Nuclear Plants Are Under Stress

• PJM is currently a 198,422 MW market, with 55,919 MW (28.2%) of operating coal capacity, 47,592 MW (24.0%) of gas,
34,258 MW (17.3%) of nuclear, and 60,655 MW (30.5%) of other sources (mostly DR, hydro, and oil peakers). As of 1Q19,
124 GW of capacity were in new generation queue through ‘29 (36% of it gas-fired CCGTs, 32% of it solar, 24% of it wind,
and the balance small amounts of gas peakers, batteries, and other) Based on historical completion rates 34 GW of new
generation in the queue are expected to come online, according to PJM market monitor. On the supply side, there is very little
growth in demand.

• Given current power pricing, dark spreads (coal plant margins) are constrained and even with existing capacity
revenues the coal fleet is struggling to generate cash. 1.7GW of generation retired in 1Q19 (two 830 MW Mansfield coal
fired steam units owned by FE). Additionally, ~13.4 GW generation capacity requested retirement after 1Q19, of which 6.9 GW
(52%) are coal fired steam units and 4.7 GW (35%) are nuclear units. Over half of the retiring coal plants, ~60% are located in
either Ohio or Pennsylvania. The largest generation pending retirement is the 1.2 GW MW Perry Nuclear Generating Unit
located in the ATSI zone.

• However, unlike ERCOT, we do not see plant retirements as a big potential market “game changer” given the amount
of CCGTs due to enter the market over the next few years as well as the potential for state intervention in markets.
We also discuss pricing dynamics on the following pages driven by the supply composition of the market.

• Nuclear plants are in several cases also financially constrained in this low gas price low demand environment in the
Northeast –in PJM and New England. IL, NY and NJ are already implementing “ZEC” standards that support specific
nuclear plants with incremental revenue.

• There are also state lawmaking efforts at various stages of development in CT, OH, & PA that might lead to similar
programs that in OH might also include coal plants.

• The success of these initiatives represents opportunity for PEG and EXC and risk for the other IPPs. We sum up these
efforts on pages 39 and 40.

Source: Evercore ISI Research, PJM, SNL Financial
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In PJM, Energy Price Volatility Is Not A Key Driver For Revenue Upside  

• In 1Q2018, Volatility in PJM spiked due to severe winter weather conditions, however the volatility was not sustained
given plenty of operating capacity in the region. We also note that energy market volatility is less meaningful to PJM
margins given there is a capacity market revenue stream. Definitional “scarcity” pricing has so far only occurred during
the Polar Vortex of 2014, lasting for a total of about 7 hours over the course of 2 days in early January (in fact, the polar
vortex was the only instance of scarcity pricing in PJM seen since it was formally implemented in October 2012). It added
only 0.2% to the total real-time weighted energy price for the year.

• PJM has not seen the exceptional demand pops we saw in ERCOT, with less of the organic load growth we see in TX
– (things such as EE weighing on demand). Further, lower oil prices relative to the historical summers compared to below
have cut down on the magnitude of such price spikes for the very highest demand periods. PJM’s energy markets will require
a steeper gas price recovery than ERCOT to be a positive catalyst owing to the dynamics of coal on the margin (next pages).

Hourly demand was been better than 2015
thanks to the “heat dome” but prices were
substantially higher. Additionally, peak
demand has not approached 2013 levels
(during which 5 of the 10 highest peak
demand records were established over a
hot stretch in mid-July)

Source: Evercore ISI Research, PJM
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In PJM Power Moves at Different Rates as Gas Rises Due to Changes in Fuel Dispatch Order 

• We simulate how a gas price recovery in PJM would drive the market price of power using a simple PJM
stack model, the output illustrated below.

• At 2018’s average PJM demand level of ~91 GW, if you increase the input costs of gas-fired generation by +$10/MWh for
this exercise (that is the equal to a $1 move in gas at current market heat rates) leaving all other inputs equal, the cleared
marginal power price changes by ~$4/MWh.

• The takeaway is that gas on coal competition at the margin in PJM has the effect of both muting power price declines and/or
muting increases related to changes in gas prices vs. coal prices depending on the price level (see next page).

Source: Evercore ISI Research, SNL Financial
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In PJM Power Moves at Different Rates as Gas Rises Due to Changes in Fuel Dispatch Order 

• In PJM, YTD forward power prices have been at the “bottom of the smile” (or “hockey stick”, if you prefer). With
history as a guide, meaningful local gas price recovery beyond ~$3.4 level should lead to power price expansion once again
as coal dispatches more frequently ahead of gas, though it would be at a more flattish “slope” than depicted here historically
given what should be a lower implied market heat rate prospectively (i.e., $4.0 Tetco M3 should not automatically translate to
$45-$50/MWh power as shown below, because gas is on the margin for more hours, with more efficient units being added to
the stack).

• Also interesting is PJM East (right chart), for which forwards were marked down considerably starting in the middle
of last year even as gas was flat to rising. New entry in recent capacity auctions has reinforced the trend of PJM East
energy prices structurally converging down towards PJM West prices, which has been occurring for some time as coal plants
retire in the West with simultaneous new build in the East (fed by cheap Marcellus supply). Also bearish are improved
transmission capability and PJM forecasts for non-existent LT peak demand growth for the Eastern region, despite the
Western region pegged to grow at a modest 0.3% per annum.

Source: Evercore ISI Research, SNL Financial
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In PJM Sparks Move at Different Rates as Gas Rises Due to Changes in Fuel Dispatch Order 

Source: Evercore ISI Research, SNL Financial

• Due to the aforementioned gas on coal competition dynamic, spark spreads are not linearly correlated with gas
prices as they are in gas-centric markets like ERCOT

• There were number of outliers in 2018 data points due to severe cold winter weather in 1Q18

• Spark spreads improve for gas-fired generators in PJM as delivered gas goes very high, but also as gas prices trend
very low. As you can see above, as you exit the “middle of the smile” (historically $3.0 - $4.0 delivered gas) you will see
expansion in the sparks but in the middle movement in gas prices has very little impact on spark spreads.
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PJM  Capacity Market Update – Decision on Proposed Market Revisions Could Create 
Significant Winners & Losers

• On 04/09/18, PJM had presented FERC with proposed revisions to its tariff in a section 205 filing to address the
suppressive effects of increased state subsidies on capacity clearing prices. It offered the FERC a choice of two options
by which it might address the issue, both which it had previously contemplated in a lengthy internal stakeholder process and
neither which managed to achieve the 2/3rds majority necessary to be incorporated into its tariff. Of the options presented, PJM
indicated it prefer that the Commission bless its own “Capacity Repricing” option, which simplistically speaking would run the
capacity auction in two stages with clearing volumes determined in the first pass (based on unadjusted offers from subsidized
units) and clearing prices determined in the second pass (based on the replacement of subsidized offers with higher, competitive
ones). However, in the alternative it also said it would support a decision by FERC to approve the “MOPR-Ex” proposal instead,
which essentially would expand the current minimum offer price rule (MOPR) to all existing and new generating units with some
exceptions for DR and renewables (the current MOPR applies only to certain gas-fired new-entry plants). FERC rejected both
options outright while asserting that the existing tariff is unjust and unreasonable.

• Back on 6/29/18, the FERC in a 3-2 decision rejected a pair of PJM proposals to revise its capacity market construct to
address growing out-of-market subsidies (ER18-1314) and concurred in part with a separate but related CPN complaint
that PJM’s existing tariff was unjust and unreasonable in its application of the MOPR (EL16-49). In doing so, the FERC
consolidated both cases in a new docket (EL18-178), initiating a 206 proceeding to establish a just and reasonable means for
developing capacity market payments via a “paper hearing” on the matter. At the outset, FERC had stated it intended to issue a
final order by 1/4/19 so PJM could implement changes in time for the ‘22/’23 Base Residual Auction (BRA) scheduled in May
2019. However, the FERC on 8/30/18 granted PJM’s request for a tariff waiver to delay said auction to August 2019. On
04/10/2019, PJM submitted a filing with FERC stating that it plans to run the upcoming auction under the currently effective tariff,
given the commission has not ruled in this proceeding to date. The next auction in PJM would impact power generators’
revenues for the one-year period beginning in June ’22 through May ’23.

• In initiating the 206 proceeding, the Commission suggested that PJM (1) implement a comprehensive MOPR with
limited to no exceptions but also (2) give units receiving out-of-market payments the ability to opt out of the RPM
construct entirely via a resource-specific fixed-resource requirement (FRR-A) alternative option. The FRR-A alternative
would allow those subsidized resources to opt out of PJM’s Reliability Pricing Model (RPM) capacity construct entirely. The FRR
is currently only offered to utilities within PJM that wish to remove their entire generation and load footprint from the RPM
capacity construct (~13.6 GW removed from the demand curve in such manner in the ‘21/’22 RPM auction). FERC suggests
PJM expand the construct by allowing individual resources receiving state-subsidies to opt out of RPM under the same
framework, removing both the supply and demand sides of the equation so as to create a more competitively “clean” – if smaller
– capacity market relative to the status quo.

Source: Evercore ISI Research, PJM
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…PJM  Capacity Market Update – Decision on Proposed Market Revisions Could Create 
Significant Winners & Losers…

• The FERC’s FRR-A proposal would be an unequivocal negative for the IPPs and PEG but could be significantly
beneficial to EXC, assuming they were able to pull out their nuclear fleet from the RPM construct in IL. We have modeled
potential clearing price impacts on a simulated auction using the ’21/’22 planning parameters but with application of a theoretical
FRR-A construct under a number of different carve out scenarios. The most profound scenario to consider is one in which all
EXC’s IL nuclear plants (roughly 10 GW and an associated amount of load in ComEd) opted out of RPM with EXC receiving a
legislative mandate in IL for a replacement revenue stream for those units. We estimate a ~$70/MW-d “headline” drop in the
ComEd zonal price could occur to the detriment of the balance of the plants remaining in RPM. Additionally there would be a
volumetric impact if over 10 GW were pulled from the demand side of the equation. That is because only 5.2 GW of that amount
would be currently “spoken for” by EXC’s volumes that cleared in the ‘21/’22 BRA while the other 4.8 GW of EXC nukes that did
not clear would now be getting paid by the state with incumbents like NRG and VST (which cleared 4.0 GW and 2.6 GW of
capacity in ComEd during ‘21/’22, virtually all of their available capacity) losing share and getting a lower price. We estimate
NRG would likely bear the brunt of such displacement. Under a similar scenario in which all NJ nuclear plants were pulled out of
PJM (but got out of market payments from the state), we see a ~$60/MW-d price decline in PS/PS-North, which would be a net
negative for PEG due to its fossil exposure being more significant than its nuclear exposure (hence PEG’s preference for the
status quo even over FRR-A).

Source: Evercore ISI Research, PJM

PS
VST NRG EXC PEG

'21 / '22 Cleared Capacity (MW) 2,575 3,995 5,175 7700
'21 / '22 Cleared Price ($/MW-d) $196 $196 $196 $178
Status Quo Capacity Revenue ($ mm) $184 $285 $369 $500

Expected Market Displacement under FRR-A (MW) -1,414 -2,696 -5,175 -2490
Net Cleared Capacity (MW) 1,161 1,299 0 5,210
FRR-A Cleared Price ($/MW-d) $124 $124 $124 $116
FRR-A Capacity Revenue ($ mm) $52 $59 $0 $221

Expected State Subsidy Carve Out (MW) 0 0 10000 2490
Expected State Subsidy Price ($/MW-d) $196 $196 $196 $178
Expected State Subsidy Revenue $0 $0 $714 $162

Net Revenue Delta vs. Status Quo ($ mm) ($131) ($227) $344 ($118)

ComEd
Scenario Analysis Under FRR-A Proposal
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PJM – The ’22 / ’23 Capacity Auction: How Might It Shake Out?

• On 5/1/19, PJM released its planning parameters for the upcoming RPM Base Residual Auction (BRA) for the ‘22/’23
delivery period. The ‘22/’23 reliability requirement (demand) shows a modest 532 MW decline relative to the prior ‘21/’22
auction (165,823 MW vs. 166,355 MW before the FRR deduction). Much of this is a function of an already known overall 634
MW drop (-0.4%) in the RTO’s demand forecast for Summer 2022 vs. the prior delivery year as released in its January 2018
Load Forecast report, to 152,253 MW from 152,887 MW (with slight adjustments made in the parameters for load served
outside PJM). Demand in most zones is a bit lower YoY (there are some that look a smidge better) and there seems to be
mixed signs in the ratio of a zone’s import capacity to its import need across different zones. Neither development looks
significantly game changing at this point.

• If we make the simplifying assumption that a new CCGT will be the marginal clearing unit, we would not be surprised
to see an RTO clearing price of $100/MW-d, an EMAAC price of $150/MW-d, or a ComEd price of $205/MW-d. Obviously
this is an abstraction that does not account for zonal breakouts in specific LDAs and instead uses a broad, average basket of
input costs to estimate pricing pressure (and the marginal price being set by a new CCGT is a very big “if”, especially in
ComEd). Still, if accurate this would represent a ~$40/MW-d decrease for RTO (from $140/MW-d), a ~$16/MW-d decrease for
EMAAC (from $166/MW-d), but a ~$9/MW-d increase for ComEd (from $196/MW-d) relative to the product clearing price in
last year’s auction. One of the key factors we see driving outcomes is the spark spread on current forward curves – which has
begun looking modestly better in RTO as of very recently vs. how they did leading up to the ‘21/’22 auction. At the same time,
absolute power prices remain lower so we think for disciplined incumbent coal and gas bidders (which admittedly, is probably
a small but important subset of participants) they will have revised their offers upwards all things equal. That may help buoy
clearing prices otherwise pressured by (1) a bearish entry point for new gas and (2) lower demand across most regions vs.
last auction.

• PJM’s VRR curves are down 15%-20% Y/Y largely due to changes in the net CONE calculation. Back in April, The FERC
approved PJM’s following two proposed changes to the variable resource requirement curve (VRR – demand curve), which is
anchored by the net cost of new entry (CONE). Essentially, PJM wanted that (1) the CONE will be derived based on a newer
and more efficient combustion turbine and (2) the net CONE will reflect the fact that PJM region has high reserve margins and
RTO is not concerned about increased generation retirements. Due to these changes, The net CONE in RTO region dropped
to ~$260/MW-d in the latest PJM’s parameters report vs. ~$321/MW-d last year. Other regions have experienced the same
magnitude of decline (15-20%), which translated to lower VRR curves across all regions, as shown in the exhibit below. It
worth noting that the VRR curve is not a reliable predictor of capacity prices, as individual generator’s offer price would
ultimate determine auction outcome.

Source: Evercore ISI Research
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Our PJM Capacity Auction Base Case Results In EBITDA / EPS Headwinds For Generators 

• Our capacity price forecasts for the upcoming auction for RTO / EMAAC / ComEd of $100 / $150 / $205/MW-d is
premised on a new entry combined cycle setting the clearing price in each of those zones. In the chart below, we
display estimated (and disclosed, where available) PJM capacity revenue by company for the calendar year, assuming our ’22
/ ’23 forecast comes to fruition while making some other assumptions about unit-specific clearing outcomes.

Source: Evercore ISI Research

Calendar Year VST NRG EXC PEG EXC PEG
2019 EBITDA $573 $317 $1,125 $507 $0.91 $0.79
2020 EBITDA 462 282 1,000 428 0.81 0.67
2021 EBITDA 518 299 925 502 0.74 0.78
2022 EBITDA 541 325 810 478 0.65 0.75

PJM Capacity Auction Revenue Estimates ($mm) EPS
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• The release of the latest ISO-NE auction results for the ’22 / ’23 FCA on 2/6/19 showed a clearing price of $3.80/kW-m
(~$125/MW-d) throughout the RTO, a 18% decline in the clearing price relative to last year’s $4.63/kW-m (~$152/MW-d)
in the ’21 / ’22 auction. The 34,839 MW that cleared exceeded the procurement target of 33,750 MW, and consisted of
29,611 MW of generation resources (with 783 MW of it new generation in the primary auction) in addition to >4,000 MW of EE
and DR (654 MW of that amount new EE / DR resources – the equivalent of a large power plant) and ~1,200 MW of total
imports from New York, Quebec, and Canada. 2,009 MW of resources submitted retirement bids, apart from the Mystic units,
all of these bids were accepted before the auction. Due to FERC’s approval, ISO retained Mystic units 8 and 9 for fuel security
reasons in the ’22 / ’23 capacity year.

• Last year’s ’21 / ’22 auction showed a clearing price of $4.63/kW-m ($152/MW-day), a 13% decline in the
clearing price relative to most clearing prices in the ’20 / ’21 auction. Last year’s auction cleared 34,828 MW,
1,103 MW above the procurement target of 33,725 MW, and consisted of 30,011 MW of generation resources (with
167 MW of it new generation) in addition to 3,6000 MW of EE and DR (514 MW of that amount new EE / DR
resources) and ~1,217 MW of total imports.

• EXC’s Mystic Unit 9 didn’t clear in the ISO-NE capacity auction for the ’21 / ’22. On 06/5/18, ExGen filed an application
with FERC to establish cost of service compensation for Mystic Units 8 and 9 for the period between June of ‘22 and
May of ’24. The costs associated with the Everett Marine Terminal were also included in the filing. On 12/20/2018,
FERC approved the cost of service agreement and allowed for recovery of costs associated with the Everett Marine
Terminal. On 01/04/2019, ExGen notified ISO-NE that it would participate in the FCA for the ’22 / ’23 period.

• Estimated (and disclosed, where available) ISO-NE capacity auction revenue to each of our companies is as follows:

ISO-NE Capacity Auction In The Rear-View: Pricing Modestly Below Expectations 

Source: Evercore ISI Research, ISO-NE, Company Disclosures

Calendar Year VST NRG EXC PEG EXC PEG
2019 EBITDA $318 $149 $191 $105 $0.16 $0.16
2020 EBITDA 241 110 143 105 0.12 0.16
2021 EBITDA 180 90 94 78 0.08 0.12
2022 EBITDA 156 76 82 65 0.07 0.10

ISO - NE Capacity Auction Revenue Estimates ($mm) EPS
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NYISO : Some Positives and Some Negatives – A Climate Bill

• New York State passes a 100% clean energy bill. On 06/20/2019, The New York Assembly passed a climate bill, which is a
three way agreement among the state Senate, Assembly, and Democratic Governor Andrew Cuomo. The bill requires the
utility sector generate only clean energy by 2040. The legislation sets a target of 85% emissions reductions from 1990 levels
by 2050. Utility companies would need to supply 70% renewable energy by 2030, and 100% carbon-free by 2040. New York
will join a list of states to require a 100% clean energy generation, including: California, Nevada, Hawaii, Washington, New
Mexico, Washington D.C, and Puerto Rico. The Governor expected to sign the bill soon. In our view, this bill can negatively
impact merchant power generators, especially NRG, VST, and PEG Power given they have significant thermal generation
exposure (as shown below), while benefitting EXC’s nuclear fleet. We think NY will have to continue supporting its nuclear
fleet if it were to meet its ambitious goal of becoming 100% carbon free state by 2040.

• On 8/1/2017, The NYPSC established a zero emission credit (ZEC) under the Clean Energy Standard to support
its struggling nuclear generators. The subsidy ensures the continued operation of 3,300 MW of economically
distressed nuclear capacity at the upstate Nine Mile Point, Ginna, and Fitzpatrick plants (benefitting EXC) through at
least 2029. ZEC payments are made based on the number of MWh produced by each nuclear plant. The ZEC price for
the first tranche was set at $17.48/MWh and next tranches will be updated bi-annually. ExGen has recognized
$438mm and $311mm of ZEC revenues for 2018 and 2017, respectively. A continuation of ZEC program is a bearish
development for future energy and capacity prices for some of the other players, namely NRG and VST.

Source: Evercore ISI Research, ISO-NE, Company Disclosures,  NYISO
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MISO / IL: Coal Plant Retirements and Out Market Subsidies To Drive Economics In The Region 

• On 6/20/19, the Illinois Pollution Control Board (IPCB) revised an existing multipollutant standard, or MPS, for coal-
fired power plants in the state of Illinois that sets new caps for SO2 and nitrogen oxide, or NOx, emissions and sets
the 2 GW retirement requirement. This amendment came at the suggestion of IL Environment Protection Agency (EPA).
The EPA proposed mass-based caps of 34,500 tons per year for SO2 and 19000 tons per year for NOx vs. previous mandate
of 66,354 tons of SO2 and 32,841 of NOx. The order doesn’t specify which coal plants will be shut down, but it noted that VST
‘will consider shutting down the units without controls to achieve the 2 GW reduction’ requirement. The company operates
~7GW of coal-fired power plants in the state. The IPCB argued that the amendments to the MPS rule are ‘economically
reasonable and technically feasible’ and sent it to the Joint Committee on Administrative Rules (JCOAR) for the review. The
JCOAR has 45 days to review the amendments (they can extend the review process for additional 45 days) and send it back
to the IPCB for final sign off.

• The amendments to the MPS by the IPCB are in-line with VST’s expectations. Recall, management have previously
said if these amendments were to be implemented, it could be accretive to the MISO portfolio by $50-$100mm per
annum. VST is currently losing money on some of its old inefficient coal plants and can retire them under the revised
mass-based caps rules.

Source: Evercore ISI Research, MISO, FERC, Company Disclosures
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CAISO: Increase In Recent Power / RA Pricing Provides Surprising Upside To IPPs, But LT 
Economics For Merchant Generators Are Challenged

• The wholesale power prices in 1Q19 was about $55/MWh, a 42% increase vs. 1Q18, which was driven primarily by a 73%
increase in natural gas price compared to 1Q18. Despite increased renewable and hydroelectric production (hydroelectric
production in the first quarter increased by ~47%), higher gas costs drove average energy prices in ISO.

• In CAISO, power prices typically follow natural gas prices, because gas-fired power plants are often marginal source of
generation. High heating demand in combination with gas supply constraints led to the high prices in the region, as
shown below.

• SoCalGas had to issue electric power generation curtailment orders and withdraw gas from Aliso Canyon storage
facility throughout February.

• On the Q’1 earnings call, VST noted that they have seen strong Resource Adequacy pricing and high power prices in
CAISO, which provided ~20% increase in EBITDA for Moss Landing power plant. Management continues to push for a
battery storage project at Moss Landing and is exploring other battery storage opportunities at Oakland site.

• In its 3/8/17 Transmission Plan, CAISO identified anywhere from 8,265 – 9,659 MW of gas-fired generation at risk of
retirement (the first time it has looked at economics in developing its annual transmission plan). Realized CAISO
prices have been affected by resurgent hydro output and renewables that have broadly reduced capacity factors for other
generation. Record solar output has led to an ever-steepening “duck curve” causing instances of negative on-peak sparks,
also increasing wear-and-tear cycling of conventional NG peakers.

Source: Evercore ISI Research, CAISO, FERC
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State Nuclear Programs & Legislative Initiatives:
What’s New?
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New York & Illinois Have Passed “Zero-Emissions Credit” Programs For Nukes

• The issue of state intervention in power markets to provide revenue support for distressed nuclear units was kicked
off in 2016, but is likely going to be a theme for some time. We recap the framework of these initiatives and their legal
status below.

• New York: The “Clean Energy Standard” established by the NYPSC on 8/1/17 creates a 12-year contract for qualifying
nuclear facilities – which currently include EXC’s upstate Ginna, Nine Mile Point Units 1 & 2, and Fitzpatrick plants (formerly
owned by ETR, Fitzpatrick’s sale to EXC closed on 3/31/17) – by which NYSERDA will centrally procure ZEC credits on behalf
of all the state’s LSEs. One ZEC is created for every MWh of generation from a qualifying facility. The order establishes a ZEC
pricing mechanism based on the July 2015 social cost of carbon calculation and a nominal RGGI price, adjusted based on
market conditions (Zone A energy pricing and ROS capacity pricing) every two years. The price established for the initial two
year period from April 2017 - 2019 is $17.48/MWh. Annual procurement is capped at 27,618,000 MWh (ZECs) in aggregate,
based on the historical output of the three qualifying plants.

• Illinois: Signed into law on 12/7/16, the Energy Future Jobs Bill creates a “Zero Emissions Standard” similar to the NY
program. The Illinois Power Agency would centrally procure ZECs on behalf of the LSEs (who are obligated to then reimburse
the IPA for the ZECs in an amount equal to 16% of their 2014 retail sales), via 10-year contracts with qualifying generators
(EXC’s Clinton and Quad Cities) through 5/31/27. The price of the ZEC would be baselined to the August 2016 social cost of
carbon $16.50/MWh (through May 2022, increasing by $1/MWh per annum beginning June 2022), but is adjusted downward if
the movement in a basket of power and capacity market indices exceeds a baseline $31.40/MWh price, calculated as the
simple average of the delivered market price of capacity in PJM’s BRA (RTO initially, but later the ComEd zone) and MISO’s
Zone 4 in the PRA (or future such construct) added to the forward price of power at PJM’s NI Hub. These calculations will be
done in advance of each delivery year. Overall costs are capped at 1.65% of custom rates, or about $235mm per year.

• New Jersey: Signed into law in May ’18, the ZEC legislation recognizes that nuclear power is a critical component of state’s
clean energy portfolio and supplies 40% of New Jersey’s electricity. The ZEC legislation creates a Zero Emission Certificate
(ZEC) program to be administered by the BPU. The ZEC payments will be recovered through a non-by passable distribution
charge in the amount of $0.004/kWh (or $10/MWh) and be awarded to selected nuclear plants. The ZEC program will begin in
Apr of ’19 and will continue for three years. Nuclear plants will need to reapply for any subsequent three year periods. On
04/18/2019, The BPU selected PEG’s Salem 1 / 2 and Hope Creek nuclear plants to receive ZEC payments.

• In 2018, The Second and Seventh Circuit Court decisions upheld legality of the NY and IL ZEC programs.

Source: Evercore ISI Research
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Tension Between the IPPs & Diversifieds Over the Issue of Nuclear Revenues Is Growing

• Ohio: In May of ’19, The Ohio House Energy and Natural Resources passed a clean energy bill ( H.B. 6), which includes
financial support for FirstEnergy Solution’s two nuclear plants, Davis-Besse (908 MW) and Perry (1872 MW). The HB 6 would
cost $198mm annually from 2021 through 2026, according to a fiscal analysis by the Ohio Legislative Service Commission.
The bill still needs to clear the Senate and signed by the governor. The legislative session is official ended on June 30th.
However, the Senate plans to continue working on this legislation through next couple of weeks. Latest Senate version of the
bill contemplates $150mm of annual subsidies for ‘20-’26 time period.

• Connecticut: In 2017, the state enacted legislation to allow Dominion’s Millstone nuclear to become eligible for ZECs, upon
certification of financial need. In December ’18, Dominion won a contract that will allow it to sell half of its Millstone output to
ratepayers under the 10 year PPA. For the first three years of PPA, the price will be reflecting Dominion’s energy-only price,
while for the remaining period, the PPA price will include costs and risks Millstone nuclear plant faces.

• Pennsylvania: House Bill 11 and Senate Bill 510 propose amending Pennsylvania’s Alternative Energy Portfolio standard to
include nuclear generation resources. The proposals requires utilities to buy a portion of their electricity from zero-emission
resources such as nuclear power plants. According to the initial estimates, the proposal would cost approximately $500mm
per year. The proposal contemplates financial support for struggling nuclear plants including FirstEnergy Solution’s Beaver
Valley (1872MW) plant, which is set for early retirement in 2021. In early May of 2019, committees in the House and Senate
conducted testimonies on the bill, but didn’t bring it to a vote. Given EXC confirmed it would close its Three Mile Island nuclear
plant this September, it is not clear at this point if bill advocates have enough momentum left to get a vote on the bill this year.

Source: Evercore ISI Research
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The FRR Bill Will Be A Game Changer For The Industry, And For EXC In Particular

• IL Legislation proposes a framework to procure clean capacity for Illinois utilities in PJM. On March 14, 2019, Rep.
Lawrence Walsh proposed an amendment to the House Bill 2861. The Clean Energy Progress Act aims at addressing potential
changes related to PJM capacity revenue and support existing clean energy resources, including zero emissions nuclear
generators while including customer protection clauses and purporting to save cost for ratepayers. The bill would allow IL
utilities in PJM to procure clean energy capacity from June 1, 2023 through May 31, 2033 through the Illinois Power Authority
(IPA). EXC is supporting the bill along with the city of Chicago and the Byron Chamber of Commerce, and other environmental
organizations.

• This legislative agenda might facilitate EXC securing capacity payments for its entire ~10GW ComEd nuclear fleet
directly from the state of Illinois (with the Illinois Power Authority as the procurement agent) by taking the ComEd zone
out of the PJM capacity market under a zonal FRR construct while the ComEd zone would continue to participate in the
PJM energy market. That IL legislation, if approved, would probably not need FERC or PJM approval. If IL chooses this
path, we think annual EBITDA uplift for EXC might be more than ~$300m (~$0.27 to EPS) because in the last PJM
capacity auction ‘21/’22 EXC only cleared ~52% of its 10GW of ComEd nuclear generation while NRG and VST cleared
their nonnuclear plants in that zone. Without incremental revenue for the portion of their IL nuclear fleet that did not clear
the last auction (~5GW for Dresden, Byron, Braidwood), EXC has said that those units face economic uncertainty that
could put them at risk of shutdown. EXC expects the bill passage in the veto session in late Q’4 and it would allow them
to move out of capacity market in the ’24/’25 planning year (the ’21 auction)

Source: Evercore ISI Research
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VST Joins The Battle For IL’s Power Generation Future

• IL contemplates the Coal to Solar and Energy Storage Act to help with retirement of legacy coal plants in downstate
and promotes renewable investments. On March 26, 2019, VST issued a press release stating that it supports IL’s bill (SB
2078/ HB2713) that lays out a transition plan from coal to solar in MISO Zone 4. The bill would help to retain approximately
60% of the at risk capacity through ’24. It also provides financial incentives for utility-scale solar and battery storage projects.
The State Senator Michael Hastings and State Representative Luis Arroyo are sponsoring this legislation.

• The bill calls for financial support of up to $140m annually to retain at risk coal capacity through ’24. The
Illinois Power Authority (IPA) would provide the transition assistance for qualified coal generators for the next five
years. The coal plants that participate in this program have to operate through ’24 and cease operation between ’25
and ’30. To qualify for this program, a generation plant has to be fueled with coal, located in the MISO Zone 4, and
have capacity of at least 150 MW. The plants that are eligible to participate in this program would receive up to
$150/MW-d of annual transition payments. The program has a $140m annually cap (or ~2500MW), before deduction of
energy storage grants. In addition, the IPA would give out $6m annually for ten years in grants to encourage 40 MW to
80MW energy storage facilities at existing coal plants. The storage projects need to come online before January of ’24.

• The Coal To Solar and Energy Storage Act proposes redevelopment of existing coal plant sites into ~500 MW
of utility scale and energy storage projects. The renewable generators will take advantage of current transmission
infrastructure and available land at existing coal plants. The assets have to come online between ’21 and ’22. To
advance this initiative, The IPA is to award up to ~$470m in 15 years contracts to existing coal generators the current
coal generators would transition via Renewable Energy Credits (RECs) priced at $35/REC. The utility scale solar and
energy storage projects will range between 20 MW and 100 MW. These programs would be funded through a
statewide charge to retail customers.

• VST is in position to use these incentives and move IL towards a cleaner generation mix. The transition
assistance program would amount to $700m using annual cap of $140m over 5 years. We estimate the REC program
would cost ~$470m by assuming annual REC revenues of ~$32mm for 15 years. We think VST would be a primary
beneficiary of these programs. They could provide up-to ~$1.7/share of value uplift for VST shares and fully offset
potential losses from a negative PJM capacity market outcome.

Source: Evercore ISI Research, MISO, FERC, Company Disclosures
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IPPs Have Fallen With Lower Sparks. Retail Acquisition Continues to be Dominant Theme 

• ERCOT forward power reconfigured after most recent CDR report included 5.2 GW of solar capacity addition by ‘22

Source:  Evercore ISI Research, FactSet, SNL Financial
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IPPs Are Not Trading Like E&P Proxies Because Changing Business Profile & Divergence In Power 
/ Gas Prices

• The IPP index is comprised of VST and NRG, while the E&P index comps include RRC, SWN, COG, and EQT.

• Historically, IPP performance had closely tracked the most gas-levered E&P, however the performance has decoupled
due to changes in IPP business model (i.e. a balanced portfolio of generation and retail load) as well as idiosyncratic factors at
each company (an activist investor involvement at NRG and VST’s acquisition of DYN).

Source: Evercore ISI Research, FactSet
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Diversified Stock Prices Supported by Regulated Business Valuations 

• EXC vs. PEG share prices suggest that rising “pure play” utility stock multiples (and increasing expected utility EPS
contributions) explain the majority of the share price performance. Since 1/2/18, EXC and PEG shares increased by 20%
and 15%, respectively, vs. UTY at 13%. Based on EV / EBITDA multiples, ExGen screens cheaper than PEG Power based
on our sum-of-the-parts analysis shown on the top right chart.

Source:  Evercore ISI Research, FactSet, SNL Financial

EVRISI SOTP Valuation
Anchor Multiple Scenario

Units EXC PEG

Share Price $/share $49.1 $60.6

2021 EPS: Utility & Parent $/share $2.18 $2.80

Avg. Anchor PE Multiple x 17.0x 17.9x

Utility Value $/share $37.1 $50.0

Implied Equity Value $/share $12.0 $10.6

Net Debt $mm $6,550 $2,425

Enterprise Value $mm $18,326 $7,784

EBITDA $mm $2,700 $1,050

EV / EBITDA Multiple x 6.8x 7.4x

Net Debt / EBITDA x 2.4x 2.3x

EVRISI SOTP Valuation
Market Agnostic Scenario

Units EXC PEG

Share Price $/share $49.1 $60.6

2021 EPS: Utility & Parent $/share $2.18 $2.80

Avg. Trading PE Multiple x 19.0x 20.0x

Utility Value $/share $41.4 $56.0

Implied Equity Value $/share $7.6 $4.6

Net Debt $mm $6,550 $2,425

Enterprise Value $mm $14,047 $4,732

EBITDA $mm $2,700 $1,050

EV / EBITDA Multiple x 5.2x 4.5x

Net Debt / EBITDA x 2.4x 2.3x
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VST / NRG Have No Near Term Maturities & Hope To Secure IG Ratings by YE ‘20

Source: Company Disclosures

• On 06/04/2019, VST issued $2bn of senior
secured notes. The 2024 notes ($1.2bn) will bear
an interest rate of 3.55% and the 2029 notes
($0.8bn) will bear an interest rate of 4.30%.

• The secured notes will be guaranteed by a
substantial portion of the property, assets and the
stock of the company. If the company’s senior
unsecured LT debt obtains investment grade
ratings, then the collateral securing the secured
notes will be released.

• On 05/20/2019, NRG issued $600mm senior
secured first lien notes (3.75%) due 2024 and
$500mm senior secured first lien notes (4.45%)
due 2029.

• The Notes will be secured by a substantial portion
of the property and assets owned by NRG and the
guarantors. The collateral securing the Notes will
be released if the company obtains an investment
grade rating from rating agencies.
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Source:  Evercore ISI Research

• We discount back each companies expected free cash flow to derive our target multiples. We look at their assumed
WACC, how much every dollar of EBITDA converts to free cash given each company’s maintenance capital expenses and
tax position, and the assumed useful live of the assets. Below is our EBITDA target multiple calculation for VST.

Our Target EBITDA Multiples Are Derived Using A DCF Analysis 

Multiple of Debt / Eqty Cost of Capital Initial Years Later Years
WACC EBITDA % of EV Pre-Tax After-Tax WACC WACC

Debt 2.5x 35.2% 5.6% 4.4% 2.0% 1.6%
Equity 4.6x 64.8% 10.6% 10.6% 6.8% 6.8%
Enterprise Value 7.1x 100.0% 8.82% 8.40%

Unlevered FCF per $1 of EBITDA 0.83$        0.72$         

Esimated Life Target Price
12 years 25.43$      5.7x
15 years 30.40$      6.4x
17 years 33.10$      6.8x
19 years 7.1x
22 years 38.22$      7.5x

VST Unlevered FCF 0% Tax 21% Tax 0% Tax 21% Tax
EBITDA 3,200 3,200 1.00 1.00
Less: D&A -1,550 -1,550 -0.48 -0.48
EBIT 1,650 1,650 0.52 0.52

Less: Taxes on EBIT 0 -347 0.00 -0.11
EBIT After Tax 1,650 1,304 0.52 0.41

Plus: D&A 1,550 1,550 0.48 0.48
Less: Maintenance Capex -550 -550 -0.17 -0.17
Unlevered FCF 2,650 2,304 0.83 0.72

EBITDA ($mm) Per $1 of EBITDA

Estimated Multiple
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• We use the dividend discount model to generate our target PE multiple, which we then apply to our 2021 EPS estimate. Our DDM
has the following inputs:

1. The group’s current equity discount rate, based on the current risk-free rate (10 year US Treasury bond), the current adjusted beta of the
regulated utility group (average of a subset of regulated utilities vs. the S&P 500 over the past 3 years, trending toward one), and an
assumed equity risk premium.

2. An estimate of near term and longer term earned returns on equity (ROEs) and equity ratios from the valuation date.
3. An estimate of near-term and longer term rate base growth from the valuation date. Our model discounts a hypothetical stream of residual

cash flows to the equity holder based on the above parameters, assuming incremental rate base growth is financed with equity issuances
above the total level of debt allowed by the regulators. To simplify the modeling, we assume equity cash flow is approximately equal to net
income, plus D&A, plus incremental debt issuance less capex.

• We consider three “stages” for these inputs:

1. The first stage encompasses the first 5 years of our valuation period (Years 1 to 5). We assume a certain rate base growth trajectory, and
assume that the earned ROE’s remain constant over that time period.

2. In the second stage we adjust both the rate base growth and earned ROE projections up or down to reflect what we believe to be a
reasonable longer-term estimate for the company or industry over the next 15 years (years 6 to 20). This presumes a level of mean
reversion to the regulated utility industry regarding both the rate of growth as well the earned returns on equity.

3. Finally, we assume a modest perpetuity growth rate (2-3%) for the final year of cash flows (from year 20) to derive a terminal value.

The annual equity cash flows from stages 1 and 2 as well as the terminal value is discounted back to a valuation date, and expressed as a
multiple of first year’s (Year 1’s) net income. In our valuation approach, we actually use 2021 as our base valuation year, with a year end 2020
valuation date. We argue that if we have the ability to model a company’s structural earnings power out that far, we can see through near term
issues and potentially have an edge on the longer term value proposition. The P/E multiple target we derive in this approach tells us what
multiple the stock should trade to by YE ’16, which we can then easily discount back to where the stock should trade 12 months from today,
which is our target price. In addition, any dividends received between our price target date and our DDM valuation date (year end 2015), must be
discounted back to our price target valuation date and added to our valuation.

The merchant generation component of the model is valued base on our Open EBITDA model. “Open” refers to the EBITDA that a merchant
generator would earn assuming all of its output is un-hedged, and that it 1) receives the current forward price for power and 2) pays the current
forward price for fuel. We base our valuation on 2021 EBITDA. We derive the “correct” EBITDA multiple by considering the company’s WACC,
and the remaining life of each generation asset. Unfavorable commodity prices and/or poor outcomes in rate cases could cause our valuation to
be lower.

Valuation Method & Risks
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Current Ratings Definition

Evercore lSI's recommendations are based on a stock's total forecasted return over the next 12 months. Total forecasted return is equal to the 
expected percentage price return plus gross dividend yield. We divide our stocks under coverage into three primary ratings categories, with the 
following return guidelines:

Outperform- the total forecasted return is expected to be greater than the expected total return of the analyst's coverage universe
In Line- the total forecasted return is expected to be in line with the expected total return of the analyst's universe
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ratings to these categories.  For this purpose, and in the Evercore lSI ratings distribution below, our Outperform, In Line, and 
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Prior to March 2, 2017, Evercore lSI's recommendations were based on a stock's total forecasted return over the next 12 months:

Buy- the total forecasted return is expected to be greater than 10%
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Sell -the total forecasted return is expected to be less than 0%

On October 31, 2014, Evercore Partners acquired International Strategy & Investment Group LLC ("lSI Group") and lSI UK (the "Acquisition") and 
transferred Evercore Group's research, sales and trading businesses to lSI Group. On December 31, 2015, the combined research, sales and 
trading businesses were transferred back to Evercore Group in an internal reorganization. Since the Acquisition, the combined research, sales 
and trading businesses have operated under the global marketing brand name Evercore lSI.

lSI Group and lSI UK:

Prior to October 10, 2014, the ratings system of lSI Group LLC and lSI UK which was based on a 12-month risk adjusted total return: 

Strong Buy- Return > 20%
Buy- Return 10% to 20%
Neutral - Return 0% to 10% 
Cautious- Return -10% to 0% 
Sell-  Return< -10%

For disclosure purposes, lSI Group and lSI UK ratings were viewed as follows: Strong Buy and Buy equate to Buy, Neutral equates to Hold, and 
Cautious and Sell equate to Sell. 

Evercore Group:

Prior to October 10, 2014, the rating system of Evercore Group was based on a stock's expected total return relative to the analyst's coverage 
universe over the following 12 months. Stocks under coverage were divided into three categories:

Overweight- the stock is expected to outperform the average total return of the analyst's coverage universe over the next 12 months.
Equal-Weight- the stock is expected to perform in line with the average total return of the analyst's coverage universe over the next 12 months. 
Underweight -the stock is expected to underperform the average total return of the analyst's coverage universe over the next 12 months. 
Suspended- the company rating, target price and earnings estimates have been temporarily suspended.

For disclosure purposes, Evercore Group's prior "Overweight," "Equal-Weight" and "Underweight" ratings were viewed as "Buy," "Hold" and 
"Sell," respectively.

Ratings Definitions for Portfolio-Based Coverage

Evercore lSI utilizes an alternate rating system for companies covered by analysts who use a model portfolio-based approach to determine a 
company's investment recommendation. Covered companies are included or not included as holdings in the analyst's Model Portfolio, and have 
the following ratings:

Long- the stock is a positive holding in the model portfolio; the total forecasted return is expected to be greater than 0%. 
Short- the stock is a negative holding in the model portfolio; the total forecasted return is expected to be less than 0%. 
No Position- the stock is not included in the model portfolio.
Coverage Suspended- the rating and target price have been removed pursuant to Evercore lSI policy when Evercore is acting in an advisory 
capacity in a merger or strategic transaction involving this company, and in certain other circumstances; a stock in the model portfolio is removed. 
Rating Suspended - Evercore lSI has suspended the rating and/or target price for this stock because there is not sufficient fundamental basis for 
determining, or there are legal, regulatory or policy constraints around publishing, a rating or target price. The previous rating and target price, if 
any, are no longer in effect for this company and should not be relied upon; a stock in the model portfolio is removed.

Stocks included in the model portfolio will be weighted from 0 to 100% for Long and 0 to -100% for Short. A stock's weight in the portfolio reflects 
the analyst's degree of conviction in the stock's rating relative to other stocks in the portfolio. The model portfolio may also include a cash 
component. At any given time the aggregate weight of the stocks included in the portfolio and the cash component must equal100%.

Stocks assigned ratings under the alternative model portfolio-based coverage system cannot also be rated by Evercore lSI's Current Ratings 
definitions of Outperform, In Line and Underperform.

FlNRA requires that members who use a ratings system with terms other than "Buy," "Hold/Neutral" and "Sell," to equate their own 
ratings to these categories. For this purpose, and in the Evercore lSI ratings distribution below, our Long, No Position and Short 
ratings can be equated to Buy, Hold and Sell respectively.

Evercore lSI rating (as of 07/17/2019)

Coverage Universe Investment Banking Services I Past 12 Months
Ratings Count Pct.
Buy 399 51
Hold 319 41
Sell 39 5
Coverage Suspended 22 3
Rating Suspended 8 1

Ratings Count Pct.
Buy 269 67
Hold 169 53
Sell 16 41
Coverage Suspended 17 77
Rating Suspended 2 25

Issuer-Specific Disclosures (as of July 17, 2019)
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Evercore ISI or an affiliate expects to receive or intends to seek compensation for investment banking services from these subject companies 
NRG Energy Inc. and Vistra Energy Corp within the next three months.

Price Charts
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Ratings Key
B Buy OP Outperform L Long CS Coverage Suspended
H Hold IL In Line NP No Position RS Rating Suspended
S Sell UP Underperform S Short

GENERAL DISCLOSURES
This report is approved and/or distributed by Evercore Group L.L.C. (“Evercore Group”), a U.S. licensed broker-dealer regulated by the Financial 
Industry Regulatory Authority (“FINRA”) and by International Strategy & Investment Group (UK) Limited (“ISI UK”), which is authorised and 
regulated in the United Kingdom by the Financial Conduct Authority. The institutional sales, trading and research businesses of Evercore Group 
and ISI UK collectively operate under the global marketing brand name Evercore ISI ("Evercore ISI"). Both Evercore Group and ISI UK are 
subsidiaries of Evercore Inc. ("Evercore"). The trademarks, logos and service marks shown on this report are registered trademarks of Evercore 
Inc.

This report is provided for informational purposes only. It is not to be construed as an offer to buy or sell or a solicitation of an offer to buy or sell 
any financial instruments or to participate in any particular trading strategy in any jurisdiction. The information and opinions in this report were 
prepared by employees of affiliates of Evercore. The information herein is believed by Evercore ISI to be reliable and has been obtained from 
public sources believed to be reliable, but Evercore ISI makes no representation as to the accuracy or completeness of such information. 
Opinions, estimates and projections in this report constitute the current judgment of the author as of the date of this report. They do not 
necessarily reflect the opinions of Evercore or its affiliates and are subject to change without notice. In addition, opinions, estimates and 
projections in this report may differ from or be contrary to those expressed by other business areas or groups of Evercore and its affiliates. 
Evercore ISI has no obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any matter stated 
herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. Facts and views in 
Evercore ISI research reports and notes have not been reviewed by, and may not reflect information known to, professionals in other Evercore 
affiliates or business areas, including investment banking personnel.

Evercore ISI does not provide individually tailored investment advice in research reports. This report has been prepared without regard to the 
particular investments and circumstances of the recipient. The financial instruments discussed in this report may not suitable for all investors and 
investors must make their own investment decisions using their own independent advisors as they believe necessary and based upon their 
specific financial situations and investment objectives. Securities and other financial instruments discussed in this report, or recommended or 
offered by Evercore ISI, are not insured by the Federal Deposit Insurance Corporation and are not deposits of or other obligations of any insured 
depository institution. If a financial instrument is denominated in a currency other than an investor’s currency, a change in exchange rates may 
adversely affect the price or value of, or the income derived from the financial instrument, and such investor effectively assumes such currency 
risk. In addition, income from an investment may fluctuate and the price or value of financial instruments described in this report, either directly or 
indirectly, may rise or fall. Estimates of future performance are based on assumptions that may not be realized. Furthermore, past performance is 
not necessarily indicative of future performance.

Evercore ISI salespeople, traders and other professionals may provide oral or written market commentary or trading strategies to our clients that 
reflect opinions that are contrary to the opinions expressed in this research. Our asset management affiliates and investing businesses may 
make investment decisions that are inconsistent with the recommendations or views expressed in this research.

Electronic research is simultaneously available to all clients. This report is provided to Evercore ISI clients and may not be redistributed, 
retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of Evercore ISI. Receipt and review 
of this research report constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion or 
information contained in this report (including any investment recommendations, estimates or target prices) without first obtaining express 
permission from Evercore ISI.

This report is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be 
contrary to local law or regulation.

For investors in the UK: In making this report available, Evercore makes no recommendation to buy, sell or otherwise deal in any securities or 
investments whatsoever and you should neither rely or act upon, directly or indirectly, any of the information contained in this report in respect of 
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any such investment activity. This report is being directed at or distributed to, (a) persons who fall within the definition of Investment Professionals 
(set out in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”)); (b) persons falling within 
the definition of high net worth companies, unincorporated associations, etc. (set out in Article 49(2) of the Order); (c) other persons to whom it 
may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”). This report must not be acted on or 
relied on by persons who are not relevant persons.

Applicable current disclosures regarding the subject companies covered in this report are available at the offices of Evercore ISI, and can be 
obtained by writing to Evercore Group L.L.C., Attn. Compliance, 666 Fifth Avenue, 11th Floor, New York, NY 10103.

In compliance with the European Securities and Markets Authority's Market Abuse Regulation, a list of all Evercore ISI recommendations 
disseminated in the preceding 12 months for the subject companies herein, may be found at the following site: 
https://evercoreisi.mediasterling.com/disclosure.

© 2019. Evercore Group L.L.C. All rights reserved.
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Ticker Price Rating
AEP 90.51 Neutral
AVA 45.57 Neutral
D 77.48 Buy
DTE 129.55 Buy
ETR 104.88 Buy
EXC 48.40 Buy
FE 43.55 Buy
NJR 49.63 Neutral
PEG 60.51 Buy
SJI 32.87 Buy
SO 55.66 Neutral

 

 Power, Utilities & Alternative Energy July 17, 2019

The Guggenheim Daily Transmission: SO, D, AEP,
AVA, DTE, ETR, EXC, FE, NJR, PEG, SJI, NY, FERC,
Policy

For Guggenheim's Hosted Client Utility Events and NDR
Schedule Please Scroll Down

SO – GA PSC approved Georgia Power’s IRP

D/ACP – VA lawmakers raised questions over the need of ACP

D – VEPCO made clarification filing regarding IRP’s approval

AEP – Staff and intervenors filed direct testimonies in SWEPCO’s AR rate case

AVA – Another intervenor in ID rate case

DTE – DTE Integrated Resource Plan public comment filed

ETR – FERC sets adjusted procedural schedule on SERI ROE complaint

EXC/FE/NJR/PEG/SJI – NJ BPU chair Fiordaliso pens Op-Ed on Energy Master Plan

NY – Offshore wind announcement likely coming on Thursday

Policy – Senate ENR advances suite of advanced energy bills

FERC/Policy – NARUC joins public power groups in opposition to Order 841

SO – GA PSC approved Georgia Power’s IRP

• The GA PSC has approved Georgia Power’s IRP, which will allow the company to
achieve a cleaner generation mix. Particularly, the company will invest and own 80 MW of
battery storage, add 2.26 GW of renewable resources to its generation mix while ceasing
operation at five coal units at Hammond plant and McIntosh plant. The PSC also gave
the green light for Georgia Power to implement new EE programs.

• Docket: 42310.

Guggenheim takeaway: We believe this is a good outcome for Georgia Power. The other
key regulatory item to watch for Georgia Power is the rate case (Docket 42516) where final
outcomes are expected on Dec. 17, 2019. Besides this rate case, we will continue to watch
the progress on Vogtle construction, another potential catalyst for SO stock.

D/ACP – VA lawmakers raised questions over the need of ACP

• A group of 18 VA lawmakers sent a letter (HERE) to FERC raising questions about the
public need of ACP.

• Arguing that D’s recent IRP sees higher reliance on renewable energy and a diminished
need for natural gas, the group of lawmakers asked FERC to issue a stop work order
on the project.

Guggenheim takeaway: As it is normally expected for any big public project, ACP should
get its fair share of public support while also facing opposition. As such, we view this
development as part of the opposition on the project but do not see this as an unfavorable
event for ACP. Regarding the current status on ACP, D/DUK’s managements continue to
expect a SCOTUS decision in the fall (Oct/ Nov) but are also prepared to pursue a legislative
fix and an administrative solution with the SCOTUS path being the least resistant one. We
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will continue to monitor the progress on ACP as well as MVP. Recall that MVP recently
proposed an administrative/easement solution (see our note HERE). For more details,
see our DUK NDR note (HERE) and D NDR note (HERE).

D – VEPCO made clarification filing regarding IRP’s approval

• The State Corporation Commission of VA has accepted VEPCO’s clarification filing
regarding the commission’s approval of its IRP (Docket PUR-2018-00065).

• In this filing, VEPCO was looking for clarification on the requirements pursuant to the final
order that it will need to meet in its update filing and the next full IRP filing.

Guggenheim takeaway: For your awareness. The company is clarifying on the terms and
requirements laid out in the final order to ensure that it will comply correctly in its update
filing (Sep. 2019) as well as in the next full filing (May 2020).

AEP – Staff and intervenors filed direct testimonies in SWEPCO’s AR rate case

• Consistent with the AR PSC’s established procedural schedule, the staff and intervenors
have filed direct testimonies in SWEPCO’s AR rate case (Docket 19-008-U).

• According to the schedule, SWEPCO will file rebuttal testimony by Aug. 20. The other
deadlines in this schedule are:
◦ Sep. 24, 2019: surrebuttal testimony by staff and intervenors

◦ Oct. 2, 2019: sur-surrebuttal testimony by SWEPCO

◦ Oct. 11, 2019: issue list or settlement proposal

◦ Oct. 21, 2019: public evidentiary hearing

Guggenheim takeaway: For your awareness and tracking of regulatory progress on
SWEPCO’s AR rate case.

AVA – Another intervenor in ID rate case

• Community Action Partnership Association of Idaho (CAPAI) has filed to intervene in
AVA’s ID rate case (Docket AVU-E-19-04).

Guggenheim takeaway: A heads up as you track the progress on the case.

DTE – DTE Integrated Resource Plan public comment filed

• Numerous sets of public comments were filed protesting the IRP’s use of fossil fuels and
recommending a quicker conversion to renewable energy resources.

• Docket: U-20471

Guggenheim takeaway: For your awareness. On public comment – while some oppose
rate structures that they view as increasing the cost of solar adoption, others want a faster
decarbonization track for the generation fleet. In our view, both sides of public sentiment
would have increased costs associated with it.

ETR – FERC sets adjusted procedural schedule on SERI ROE complaint

• FERC posted an amended procedural schedule on the ETR System Energy Resources
Inc. earnings complaint (ROE / cap structure challenge).

• Schedule sets rebuttal testimony on ROE to August 22 and final discovery requests on
the proceeding are due December 23.

• Initial decision date targeted for June 19, 2020.

• Docket: EL18-204
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Guggenheim takeaway: For your awareness. Still in the early goings of discovery and
testimony gathering.

EXC/FE/NJR/PEG/SJI – NJ BPU chair Fiordaliso pens Op-Ed on Energy Master Plan

• BPU Chair Joseph L. Fiordaliso has penned an op-ed touting the state’s Draft 2019
Energy Master Plan and extolling the need for action in light of the risks posed by climate
change and emissions.

• “Every generation has its defining challenge. Scientists worldwide agree that we must
act now to curb the worst effects of climate change, and I believe addressing this issue is
our greatest challenge, as well as the most compelling moral obligation of our time.”

• See HERE.

Guggenheim takeaway: Interesting comments from the BPU chair, and very consistent
with our prior conversations with him (see HERE, for example). We continue to look out for
additional opportunities for utilities like JCPL and ACE in areas like energy efficiency as the
state ramps up efforts to lower emissions.

NY – Offshore wind announcement likely coming on Thursday

• Politico is reporting that an announcement of the winner in the state’s offshore wind
RFP is ‘likely’ on Thursday, when the governor is expected to make an environmental
announcement.

• See HERE.

Guggenheim takeaway: Delayed but not forgotten. We remain on the lookout for details,
including interconnection plans. Stay tuned…

Policy – Senate ENR advances suite of advanced energy bills

• The Senate ENR committee has advanced several energy-focused bills, including an
extension of federal PPA authority for a new advanced nuclear project to 40 years.

• The bills will reportedly be tweaked in advance of a September markup.

• See HERE.

Guggenheim takeaway: While Chair Murkowski has been stymied by Congressional
inaction in years past, we would not be surprised to see forward progress on smaller
individual items that may have broad bipartisan support. In additional to nuclear, storage
remains a technology that enjoys strong support on the Hill, in our view. Stay tuned…

FERC/Policy – NARUC joins public power groups in opposition to Order 841

• State PUC group NARUC has petitioned the Court of Appeals to review FERC’s storage
order on the grounds that interferes with state jurisdiction.

• “NARUC is seeking to overturn FERC’s decision to deny states the ability to fully manage
energy storage resources that are connected to distribution facilities or located behind
a retail meter. NARUC ultimately would like to see states and relevant electric retail
regulatory authorities have the same ability to manage these resources as they do to
manage demand response aggregation.” - NARUC

• More HERE.

Guggenheim takeaway: Minor FYI and not a big surprise given the state-federal frictions
in 841…
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Invite: 54th EEI Financial Conference 

Dates 
November 10-12, 2019 

Company Dinners (Hosted by Guggenheim) 

 

 

Company Meetings 
*More Utilities will be added and we will update schedule accordingly* 

 

 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 
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Guggenheim's Power & Utility Comp Sheet

 

Price as of CloseTuesday, July 16, 2019 Guggenheim Consensus

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings

Cap ($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AEP American Electric Power 44.7 Neutral $78 $90.51 3.1% 62% 493 4.20   4.44   4.71   4.93   21.5 20.4 19.2 18.4 4.14   4.40   4.68   4.94   21.9 20.6 19.3 18.3

ALE ALLETE 4.5 Neutral $82 $86.73 2.9% 65% 52 3.65   3.91   4.20   4.30   23.7 22.2 20.7 20.2 3.59   3.86   4.12   4.30   24.2 22.5 21.0 20.2

AVA Avista* 3.0 Neutral $41 $45.57 3.6% 79% 66 1.89   2.05   2.23   2.41   24.2 22.2 20.4 18.9 2.23   2.00   2.16   2.41   20.5 22.7 21.1 18.9

CMS CMS Energy 16.6 Neutral $53 $58.40 2.8% 61% 284 2.50   2.69   2.88   3.08   23.4 21.7 20.3 19.0 2.50   2.67   2.87   3.07   23.4 21.9 20.3 19.0

DUK Duke Energy 64.8 Buy $94 $89.03 4.4% 75% 728 5.00   5.26   5.57   5.91   17.8 16.9 16.0 15.1 4.91   5.18   5.43   5.80   18.1 17.2 16.4 15.4

ED Consolidated Edison 28.7 Neutral $86 $87.82 3.5% 66% 327 4.36   4.60   4.75   4.92   20.1 19.1 18.5 17.9 4.36   4.57   4.77   4.89   20.2 19.2 18.4 17.9

EIX Edison International* 22.8 Suspended NA $70.10 NA NA 326 NA NA NA NA NA NA NA NA 4.67   4.68   4.77   4.95   15.0 15.0 14.7 14.2

ES Eversource Energy 24.8 Neutral $72 $77.09 2.9% 62% 321 3.49   3.68   3.86   4.05   22.1 20.9 20.0 19.1 3.47   3.66   3.87   4.08   22.2 21.0 19.9 18.9

ETR Entergy 19.9 Buy $100 $104.88 3.6% 69% 190 5.30   5.53   5.91   6.31   19.8 19.0 17.8 16.6 5.30   5.49   5.82   6.16   19.8 19.1 18.0 17.0

EVRG Evergy 14.9 Buy $61 $61.06 3.4% 66% 244 2.93   3.14   3.32   3.52   20.8 19.4 18.4 17.4 2.90   3.16   3.32   3.52   21.1 19.3 18.4 17.3

FE FirstEnergy 23.1 Buy $46 $43.55 3.6% 63% 531 2.56   2.51   2.66   2.81   17.0 17.3 16.4 15.5 2.51   2.48   2.63   2.79   17.3 17.5 16.5 15.6

LNT Alliant Energy 11.8 Neutral $41 $49.95 3.0% 63% 236 2.26   2.37   2.50   2.69   22.1 21.1 20.0 18.6 2.25   2.43   2.54   2.66   22.2 20.6 19.7 18.7

PCG PG&E Corporation* 9.6 Suspended NA $18.13 0.0% 0% 529 NA NA NA NA NA NA NA NA 3.81   4.03   3.94   3.65   4.8 4.5 4.6 5.0

PNW Pinnacle West 10.5 Neutral $98 $93.30 3.4% 63% 112 4.84   5.04   5.28   5.63   19.3 18.5 17.7 16.6 4.85   5.05   5.33   5.62   19.2 18.5 17.5 16.6

POR Portland General Electric 4.9 Neutral $47 $55.30 2.9% 63% 89 2.45   2.54   2.68   2.75   22.6 21.7 20.7 20.1 2.45   2.55   2.70   2.76   22.6 21.7 20.5 20.1

PPL PPL Corporation 21.9 Neutral $34 $30.36 5.5% 66% 722 2.44   2.51   2.50   2.66   12.5 12.1 12.2 11.4 2.43   2.53   2.52   2.66   12.5 12.0 12.1 11.4

SO Southern Company 57.9 Neutral $52 $55.66 4.6% 81% 1041 3.05   3.15   3.31   3.46   18.2 17.6 16.8 16.1 3.03   3.15   3.27   3.49   18.4 17.6 17.0 15.9

WEC WEC Energy 27.2 Buy $76 $86.14 2.9% 67% 315 3.52   3.73   3.98   4.26   24.5 23.1 21.6 20.2 3.51   3.74   3.97   4.25   24.5 23.0 21.7 20.3

*Average (Excl. PPL for P/E) 3.4% 67% 21.1 20.1 19.0 18.0 21.0 20.2 19.1 18.0

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NI NiSource 10.9 Buy $29 $29.14 2.7% 61% 373 1.32   1.37   1.47   1.58   22.1 21.2 19.8 18.5 1.31   1.39   1.48   1.59   22.3 21.0 19.7 18.4

NJR New Jersey Resources 4.4 Neutral $45 $49.63 2.4% 60% 89 1.99   2.19   2.36   2.54   24.9 22.7 21.1 19.5 2.00   2.20   2.40   2.54   24.8 22.6 20.7 19.5

NWN NW Natural Gas 2.1 Sell $49 $70.02 2.7% 77% 30 2.44   2.58   2.68   2.71   28.7 27.1 26.1 25.8 2.40   2.53   2.65   2.71   29.2 27.6 26.4 25.8

SJI South Jersey Industries 3.0 Buy $35 $32.87 3.6% 105% 92 1.12   1.60   1.74   1.90   29.5 20.6 18.9 17.3 1.10   1.60   1.74   - 29.8 20.5 18.9 -

SR Spire 4.3 Neutral $85 $84.99 2.8% 64% 51 3.78   3.98   4.13   4.41   22.5 21.3 20.6 19.3 3.74   3.91   4.07   4.41   22.7 21.8 20.9 19.3

Average     2.8% 73% 25.5 22.6 21.3 20.1 25.8 22.7 21.3 20.8

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

EXC Exelon 47.0 Buy $53 $48.40 3.0% 45% 971 3.16   3.25   3.17   3.21   15.3 14.9 15.3 15.1 3.14   3.14   3.14   3.31   15.4 15.4 15.4 14.6

PEG PSEG 30.6 Buy $64 $60.51 3.1% 58% 505 3.25   3.60   3.70   3.87   18.6 16.8 16.4 15.6 3.27   3.51   3.61   3.87   18.5 17.3 16.8 15.6

Average     3.0% 52% 17.0 15.8 15.8 15.3 17.0 16.3 16.1 15.1

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDACap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NRG NRG Energy 9.1 Buy $51 $34.09 0.4% 0% 267 1,975 1,858 1,900 1,936 7.5 7.6 7.1 7.0 2,014 1,957 1,829 1,936 7.0 7.2 7.5 NA

VST Vistra Energy 10.6 Buy $39 $21.97 2.3% 0% 483 3,367 3,434 3,508 3,656 6.4 6.2 5.9 5.4 3,375 3,343 3,133 3,733 6.0 5.8 5.7 NA

Average 6.9 6.9 6.5 6.2 6.5 6.5 6.6 NA

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CNP CenterPoint 14.5 Buy $33 $28.90 4.0% 69% 502 1.70   1.89   2.02   2.13   17.0 15.3 14.3 13.6 1.65   1.81   1.93   2.08   17.5 16.0 15.0 13.9

D Dominion 62.2 Buy $82 $77.48 4.7% 87% 802 4.24   4.44   4.68   4.92   18.3 17.5 16.5 15.7 4.20   4.41   4.66   4.90   18.4 17.6 16.6 15.8

DTE DTE Energy 23.7 Buy $127 $129.55 2.9% 60% 183 6.26   6.72   7.21   7.63   20.7 19.3 18.0 17.0 6.25   6.58   7.05   7.50   20.7 19.7 18.4 17.3

NEE NextEra 99.6 Buy $223 $207.88 2.4% 58% 479 8.63   9.19   9.91   10.52 24.1 22.6 21.0 19.8 8.38   9.07   9.82   10.48 24.8 22.9 21.2 19.8

OGE OGE Energy 8.6 Neutral $41 $43.03 3.5% 70% 200 2.14   2.30   2.41   2.51   20.1 18.7 17.8 17.1 2.14   2.30   2.42   2.52   20.1 18.7 17.8 17.1

SRE Sempra Energy 38.2 Buy $133 $139.26 2.8% 64% 274 6.10   7.26   7.66   7.96   22.8 19.2 18.2 17.5 6.05   7.00   7.77   7.96   23.0 19.9 17.9 17.5

Average     3.3% 68% 20.5 18.8 17.6 16.8 20.8 19.1 17.8 16.9

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / EarningsCap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AWK American Water Works 20.9 Neutral $105 $115.76 1.7% 54% 181 3.61   3.96   4.27   4.60   32.1 29.2 27.1 25.2 3.59   3.89   4.22   4.74   32.2 29.8 27.4 24.4

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDACap 

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CWEN Clearway Energy 3.7 Suspended NA $17.27 NA NA 183 NA NA NA NA NA NA NA NA 985    1,086 NA NA 9.0 8.3 NA -

NEP NextEra Energy Partners 2.8 Buy $56 $49.54 4.1% NA 56 1,359 1,528 1,775 1,934 8.5 7.9 7.6 0.0 1,155 1,361 1,586 1,647 9.9 8.9 8.5 8.1

(1)  Regulated utilities deliv er pow er to end-use customers v ia regulated transmission & distribution (T&D) infrastructure; v ertically  integrated utilities w ith regulated or mostly  contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as w ell as div ersified utilities w ith a business mix  largely  comprised of gas infrastructure and related activ ities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activ ities).

(3)  Integrated utilities ow n and operate regulated T&D franchises, as w ell as un-regulated pow er generation w ith commodity  ex posure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility ) pow er plants that compete to sell pow er in w holesale markets or through retail marketing businesses.

(5)  Mult-Industry  Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-pow er unregulated activ ities (i.e. midstream, renew able dev elopment, energy  trading, etc.).

Source:  Bloomberg, Guggenheim Securities, LLC estimates.

Rating

Regulated Electric Utilities (1) Rating

Integrated Utilities (3) Rating

Rating
Independent Power Producers 

(IPPs) (4)

Regulated Gas Utilities (2) Rating

Other Rating

Multi-Industry Utilities (5) Rating
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Share Price Performance (Year-to-Date)

 

Year-to-Date Share Price Performance

Note: We are currently restricted on EIX and PCG
(1)  Regulated utilities deliv er pow er to end-use customers v ia regulated transmission & distribution (T&D) infrastructure; v ertically  integrated utilities w ith regulated or mostly  contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as w ell as div ersified utilities w ith a business mix  largely  comprised of gas infrastructure and related activ ities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activ ities).

(3)  Integrated utilities ow n and operate regulated T&D franchises, as w ell as un-regulated pow er generation w ith commodity  ex posure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility ) pow er plants that compete to sell pow er in w holesale markets or through retail marketing businesses.

(5)  Mult-Industry  Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-pow er unregulated activ ities (i.e. midstream, renew able dev elopment, energy  trading, etc.).

Source:  Bloomberg, Guggenheim Securities, LLC estimates.
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Guggenheim 2019 Non Deal Roadshow Schedule

MORE TO BE ADDED… 
 
 
 

Ticker Dates Regions  Ticker Dates Regions 

Commissioner 
Roundtable 

1/23 NYC DUK 6/6-6/7 Midwest 

FE 1/22-1/23 Boston/NYC CWEN 6/13-6/14 Midwest 

D 2/25-2/26 Boston/NYC SJI 6/19 NYC/NJ/CT 

WEC 2/28-3/1 West Coast PEG 6/24-6/26 Midwest 

EXC 3/7-3/8 Dallas/Houston AWK 7/9-7/10 Midwest 

PNW 3/11-3/13 Midwest SRE 7/17-7/19 West Coast 

ALE 4/2-4/4 West Coast EVRG 8/20-8/21 Midwest 

DTE 4/5 Boston ED 8/22 Boston 

ED 4/24 NYC  SJI 9/4 NYC 

POR 4/29-4/30 West Coast  SJI 9/5 Boston 

VST 5/8-5/9 West Coast  ETR 9/12-9/13 TBD 

PPL 5/22-5/23 NYC  NEE 10/3-10/4 Midwest 

DTE 5/29-5/30 NYC  CMS 11/21-11/22 Texas 

LNT 6/4 Boston     
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Invite to ES Dinner on 8/12/2019
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Key Events Calendar - Week of 7/15

Date Ticker Event / Proceeding Utility State Docket Description

07/15 ED Electric/Gas Rate Case CECONY NY 19-E-0065 Start of Evidentiary Hearings

07/17 CNP AR FRP CenterPoint Energy AR AR 17-010-FR CEA Response to Objections

07/18 ERCOT PUCT Open Meeting - TX - Open Meeting

07/22 NWN Gas Rate Case NW Natural WA D-UG-181053 Company rebuttal due

07/24 DTE IRP DTE Electric MI U-20471 Testimony  (Staff/Intervenor) 

07/24 EXC Electric Rate Case Pepco MD MD D-9602 Response to ALJ proposal

07/29 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Expiration of Discovery Period 

07/31 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Stipulation or Settlement Filed

08/01 CMS Gas Rate Case Consumers Energy Co. MI C-U-20322
ALJ proposed decision expected in gas 
rate case

08/01 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 OCA & Intervenor Direct Testimony 

08/02 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Response of Non-participating Parties

08/08 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Hearing (at least 50 days before rates) 

08/13 EXC Electric Rate Case Pepco MD MD D-9602 Final order due

8/14/8/15 NWN Gas Rate Case NW Natural WA D-UG-181053 Evidentiary Hearings

08/15 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002 OCA & Intervenor Direct Testimony 

08/22 DTE IRP DTE Electric MI U-20471 Rebuttal Testimony     

08/26 DTE IRP DTE Electric MI U-20471 Motions to Strike 

08/26 DTE IRP DTE Electric MI U-20471 Cost Estimate Update  

06/30 EXC Electric Rate Case Atlantic City Electric NJ D-ER18080925 Decision Expected

08/30 DTE IRP DTE Electric MI U-20471 Responses to Motions 

08/30 DTE IRP DTE Electric MI U-20471 Responses to Cost Update     

08/30 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 IPL Reply Testimony 

9/1-30 AEP Electric Rate Case Public Service of Oklahoma OK PUD201800097 Decision possible

09/02 EIX Risk Assesment SCE CA I1811006
SCE files its Test Year 2021 GRC 
application with RAMP results, serves 

09/10 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002 IPL Reply Testimony 

09/10 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 OCA & Intervenor Rebuttal

09/11 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Commission Order

09/16 CNP AR FRP CenterPoint Energy AR AR 17-010-FR CEA Revised Attachment A.i

09/16 LNT Electric Rate Case IPL - Electric IA RPU-2019-0002 Prehearing Briefs/Statement of Issues

09/19 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Staff/Intervenors' Response 

09/20 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 Notice of settlement

09/26 NWN Gas Rate Case NW Natural WA D-UG-181053 Post hearing briefs due

09/30 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002 Prehearing Briefs/Statement of Issues

10/01 CNP AR FRP CenterPoint Energy AR AR 17-010-FR CEA Rate Adjustment

GUGGENHEIM SECURITIES, LLC Page 9See pages 12 - 13 for analyst certification and important disclosures.

POWER, UTILITIES & ALTERNATIVE ENERGY

July 17, 2019

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:30 PM. 546

Attachment SDR-ROR-10(c)
546 of 587



Key Research

Guggenheim's Forward Commodity Curves

• Forward Commodity Curves for Power & Utility Modeling

Key Industry Research
1. ERCOT: Guggenheim Texas Power Market Luncheon Recap
2. Illinois Policy: In the Land of Lincoln, Uncertainty Reigns
3. Policy Speaker Series Recap on Energy and Capacity: Perpetual State of Reforms Same as It Ever Was
4. Open Dialogue with MO, WA Commissioners - Walking Away Incrementally Positive on Both Jurisdictions
5. Major Change at CPUC Cometh? Follow Up on Potential CPUC Movements, Governor's Chance to Reset CPUC Agenda
6. 2019 Utility Outlook: We Didn’t Hear A Bell… “Nothing's Over 'Til It's Over;” One More Round for Utilities
7. California Wildfire Wrap – You Can Check Out, but You Can Never Leave
8. Guggenheim's 2018 EEI Summary
9. Guggenheim EEI Takeaways - Day 3
10. Guggenheim EEI Takeaways - Day 2
11. Guggenheim EEI Takeaways - Day 1
12. Guggenheim EEI - Investor Question Bank
13. PJM: No Country for Common Ground; Reply Briefs Land at FERC
14. PJM: You May Ask Yourself, Well How Did I Get Here? Back to the Commission for the Main Show
15. Coal/Nuclear: Will Politics “Trump” Reality
16. CA Policy Crash Course: Don’t Hold Your Breath For a Wildfire Resolution….
17. February Meter Reading - Yield “Almost” Catching Up with Utility Valuations; Lowering Our PTs and Looking Beyond Bond

Surrogates
18. PJM Capacity Auction: Introducing Prelim-2021/22 Pricing Forecasts – Well…It’s Not Getting Much Worse, Projected Pricing Mixed
19. Guggenheim-Hosted Power Brunch with State Utility Commissioners
20. Checking for a “Pulse” - Regulated Utility Valuations Losing Altitude, Now Fairly Valued vs. Bond Yields, and Showing Subsector

Variance
21. 2018 Outlook: An Absolute Shop Thinking in Relative Terms
22. Yo, Adrian! DOE Gets Knocked Down, But Power Market Reform Not Out – One More Round

Key Company Research
1. AWK NDR: No Water Shortages Here; Growth Not Drying Up Anytime Soon
2. NJR: Upgrade to NEUTRAL (from SELL) as Laggard Performance Balances OK with Fundamental Outlook
3. PEG NDR: NJ Clean Energy Agenda and Dipping the Toes in the Jersey Shore
4. SJI NDR: Tale from the Road - In the Market for a Value Play w/Solid Growth Prospects? … Look No Further
5. PPL - A Quandary Unlike Any Other
6. NEE/NEP: High End Is the New Low End, When You Think the Runway Ends, “They’re Just Getting Started”; Raising PT
7. SJI: Revising to BUY - Back In Jersey’s Hands & Steering The Ship Into Calmer (Mostly Regulated) Waters
8. LNT: For a Good Night’s Sleep, Take Alliant
9. NRG: More Down‘Stream’ Retail Expansion
10. VST NDR - What’s with All the Fuss… We Would Be Aggressive Buyers Here
11. ED NDR: Ripe in the Big Apple… - Solid Utility? Yes… But Undervalued? That’s Debatable
12. D: Guggenheim Policy Speaker, Atlantic Coast Pipeline Discussion | The Project Will Be Built
13. ALE NDR: TA-CO-NITE! Winds of Change Are Blowing in the Right Direction…
14. DTE – On the Road with Mgmt. – 80/20 Rule Need Not Apply; Solid Strategy, Supported by Good People
15. CMS – MPSC Telegraphing Constructive Regulatory Signals in CMS Gas Rate Case – Solid Footing
16. SRE: Simplicity is the Ultimate Sophistication…
17. VST: Another Day, Another Illinois Policy Proposal
18. D: Msg Delivered on Time/on Budget; Inline Analyst Day Cements Solid Base to Work Off Of--Execution/Patience is Key
19. VST: Clearing the Air in Illinois: MPS Resolution Draws Closer
20. PNW NDR: It's Just Another Political Cycle – Agendas More Aligned: Relationships Will Be Re-“Stored”
21. D: Guggenheim Policy Speaker, Millstone Discussion | Connecticut Un-Quarked: They Will Likely Get It Done, We Are Holding

Our Breath
22. EXC NDR: State Rescue Cometh - Deeper Dive
23. WEC NDR: Putting the WEC in WECC; Western NDR Highlights a Premium Utility with Valuation Concerns on Back Burner
24. D: NDR – Coming Out Party Well Received - March Madness Continues
25. PEG 4Q Preview and Mini Drill-Down - Looking Good from All Angles
26. VST: Bulking Up the Integrated Model with Some Eastern Retail: VST Acquires Crius Energy
27. FE NDR: Time Is the Furthest Distance Between Two Points…
28. POR: Bringing Portland to the Heartland: Capex, Policy, and RFPs Dominate Our NDR
29. D/SCG: Global Settlement Reached; Upgrading SCG to BUY On Improved Merger Outlook

GUGGENHEIM SECURITIES, LLC Page 10See pages 12 - 13 for analyst certification and important disclosures.

POWER, UTILITIES & ALTERNATIVE ENERGY

July 17, 2019

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:30 PM. 547

Attachment SDR-ROR-10(c)
547 of 587

https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=c86ae4c1-cb58-40cc-bbb9-dc945b43357e&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=81df7c26-8eb7-4e92-825d-7f9ae065b525&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=5f1ff1a5-e1b2-4387-8ce6-a7bdb32923d9&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=5b1a5be2-897f-4724-9d00-647ba5ee7dc5&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=f1b19d2c-9c4f-485c-8d0d-956cb0d5b777&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=0404fbd8-f199-4580-a8f2-8bca517d07cf&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=0c9016f9-d941-4c1d-a8ea-9ece34d30339&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=39cdcb68-6af2-48c1-bb3c-50f58c564170&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=97ce89f5-5f76-4b98-bc8f-2b47a45225d6&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=73003616-b149-47b3-985e-da3718d6fedd&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=1c3c3b75-be77-4c1e-ad9c-624133579181&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=2735a557-dc75-4ccf-84d1-f11143b24556&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=3f050ca0-aec6-4fc2-9ad8-419658d0a03e&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=5b2ac7d6-6975-433c-8336-812ba3478307&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=4bababd1-2caf-416a-a8f2-32ead6a8a8f0&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=c65280c0-912c-41c0-b035-75cc7d6e6535&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=41329b00-0bf4-4a3c-b765-46aec7d61458&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=d2b794bf-f198-490c-a805-720f47a93679&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=d2b794bf-f198-490c-a805-720f47a93679&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=da8a3cb3-4701-46fa-bcf5-bc3ecae52f21&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=512b58a5-8e4e-420e-84d0-2e42818d75d9&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=bd736c20-9e6a-4daf-9bb1-0c270a1ab9fc&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=bd736c20-9e6a-4daf-9bb1-0c270a1ab9fc&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=1cadf250-e7cc-4ace-ba56-3f1ff9e08865&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=59ff8052-126b-46c9-8285-78fa2522e89a&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=8f1f50d1-5508-4a7f-b3f0-04e0dc064f62&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=d122f788-840e-4301-9376-8a107948c6d3&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=1ce6f2a1-773c-4289-8a91-805edf1bf40b&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=e36d5940-7f94-4154-8529-8762b3d94b08&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=728f0664-4202-4304-8e61-c049c0e0103e&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=529fb57b-9f4e-401b-86f1-6f78a7be85f7&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=7172e93a-22d2-4e81-8f01-0baee138a310&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
http://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=3d730510-9e94-4f38-b7af-a1478e780644&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=8d0d9b5a-3ecd-4764-b3d2-13e5df31b1d9&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=1b2aa6f7-50ea-46c4-8c6b-5a9a91160799&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=132be0b3-90cb-4a58-8e44-6bec60e21d5a&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=6fa18d4d-625d-462a-b11e-a24ec901a943&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=42de8f28-af3c-4193-abdc-2548e5bb5eeb&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=aa2666fd-b540-4eea-978f-d98e7f651c94&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=4122e8ff-19ee-44f2-9450-db3c53ad9e2f&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=928b50ef-3409-4c51-a2da-2256f74bad6d&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=67050c20-764e-4dbc-ba37-6570c9c03e68&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=f8198cf0-fd9d-42da-add7-6e381c00340c&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=979b0af5-3f53-439b-8f06-cc3e5a2046b3&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=909e766e-9ca0-43c2-a73b-480a0f31bb53&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=4a1b83b5-0b31-4693-9bd3-61c1a6406921&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=4a1b83b5-0b31-4693-9bd3-61c1a6406921&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=2503b05a-5a01-4b69-912f-22b855a33ba5&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=f51a332f-7853-461d-9501-5ebf1cad904a&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=dd3cb282-418c-4407-b11a-f1f896faf188&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=34f91e9c-15c3-426f-84c4-e5acc6ad2487&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=535b9146-7442-4a56-ac8f-717bc36c1916&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=efd75067-49b2-4903-8a57-bc88e1254f48&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=d8ada6d9-6f21-4760-ab57-b5b7b7b189b2&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail
https://guggenheimsecurities.bluematrix.com/sellside/EmailDocViewer?encrypt=7e5892cb-8ff1-439d-abbb-27c07094d569&mime=pdf&co=guggenheim&id=replaceme@bluematrix.com&source=mail


30. SRE: Another Day, Another Dollar: Buying Low; Selling High
31. NRG: The Texas Two Step - Front Seat for a Sizable Buyback Show? Past the Debut; We’re Now Here for the Climax
32. NEE – Mgmt. Roadshow: Rising Interest Rates? No Problem. Raising Valuation? Why Not…
33. Michigan Bus Tour: Motoring from Jackson to Detroit in Style
34. NYLD Mgmt. Call – Conservative Growth Guidance, Managing Expectations; Should Over-Deliver - Visibility Will Be Key
35. “Summer Nights” Means New Summer Flings – Tell Me About It; Upgrading, Downgrading and Making an M&A Call
36. SR Mgmt. Roadshow – Pathway for LT Growth Now More Visible; M&A? No Longer in Acquisition Mode
37. DUK Mgmt. Roadshow – Growth Concerns? Nothing to See Here, But Some Value Left on the Sidelines
38. CMS Mgmt. Roadshow – Consistent Showing: Another Day, Another Dollar; A Key Name We Are Watching
39. SRE – Follow-up Mgmt. Meeting - Crystal Clear Upside and “Active” Optimization Plan…Eventually: the Re-rating Will Come
40. SRE – Analyst Day - It’s the Simple Things in Life: One Way or Another, Actively Seeing a Re-Rating Story
41. PEG - Mgmt. NDR: Jersey Strong through the Midwest
42. D/SCG – Testing Dominion’s Patience? May Stick This Out…For Now... but Policy-Makers Playing a Dangerous Game
43. LNT - Mgmt. Roadshow: In Messy Times Everyone Appreciates a “Clean Story”….
44. ETR – No Introduction Needed: Analyst Day Highlights Above Avg., Undervalued, Regulated Growth Story w/ Upside
45. SRE – “Active” Analyst Day Preview: Keys to Unlocking Value Within Reach?
46. OGE/AEP – Okie Dokie in Oklahoma? Depends Which Way the Wind Blows
47. EVRG – Click, Click, There’s No Place Like Home: Top-tier Growth w/ Buybacks & Solid Risk-Adjusted Upside vs Peers
48. VST - Inline Analyst Day Comes with Buybacks, NT Deleveraging - Remains a Step Function, Catalyst Driven Story
49. NJR – Management Roadshow: Growth Concerns? Nothing to See Here; M&A? Hmm…
50. PEG Analyst Day: Solid Analyst Day Left No Surprises – Steady As She Goes with Upside Generally Within Expectations
51. NEE / SO: Great Minds Think Alike – This Deal Makes a Lot of Sense For Everyone, with Room for More
52. FE – “Can’t Always Get What You Want, Get What You Need”: Above Avg. Growth, Deep Discount Generating Vast Interest
53. D – Southern Charming on Madison Avenue…Any Bargain Shoppers?
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 212 55.21% 28 13.21%

NEUTRAL 164 42.71% 7 4.27%

SELL 8 2.08% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers
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on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.
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Ticker Price Rating
AEP 90.25 Neutral
AVA 45.33 Neutral
CNP 28.87 Buy
ED 88.96 Neutral
EXC 49.06 Buy
NJR 49.75 Neutral
OGE 43.17 Neutral
SRE 139.89 Buy

 

 Power, Utilities & Alternative Energy July 15, 2019

The Guggenheim Daily Transmission: CNP, ED,
OGE, SRE, EXC, AEP, AVA, NJR, Nuclear

For Guggenheim's Hosted Client Utility Events and NDR
Schedule Please Scroll Down

CNP – AR formula rate filing – APSC staff recommends striking additional testimony from
Attorney General

ED – Alliance for Green Economy motions to strike CECONY update letter testimony

OGE – ALJ issues report on settlement and environmental upgrades in OGE rate case
in Oklahoma

SRE – Cameron LNG not expected to see tanker traffic during hurricane Barry

Nuclear – Trump rejects import quotas for uranium, forms group to boost domestic
production

EXC – Grand jury subpoena received in IL

AEP/ I&M – Indiana Coal Council (ICC) to intervene in I&M’s IN rate case

AVA – Staff supports partial settlement in OR gas rate case

NJR – Hearing sessions for IIP scheduled on 7/16 and 7/17/2019

CNP – AR formula rate filing – APSC staff recommends striking additional testimony
from Attorney General

• The AG filed additional testimony after reviewing certain discovery responses. The
additional testimony included new arguments that resulted from discovery requests that
the AG filed outside of standard procedural practice.

• Staff acknowledges the facts and recommends striking AG’s additional testimony.

• The near-term procedural deadlines are the July 29 cutoff for discovery, potential
settlements due July 31, hearing August 8 and Commission order expected September
11.

• Docket: 17-010-FR.

Guggenheim takeaway: For your awareness, settlement discussions are confidential but
are likely in progress.

ED – Alliance for Green Economy motions to strike CECONY update letter testimony

• Alliance for Green Economy (AGREE) motions for NYPSC to strike certain portions of
the update testimony.

• CECONY originally filed the update testimony on April 10 to account for current tracked
costs and updated assumptions.

• Docket: 19-00317/19-E-0065

Guggenheim takeaway: For your awareness.
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OGE – ALJ issues report on settlement and environmental upgrades in OGE rate case
in Oklahoma

• The ALJ report on settlement recommends approval and finds the joint settlement fair,
just, reasonable and in the public interest.

• The ALJ also finds environmental compliance decisions and costs related to the Sooner
scrubber and Muskogee conversion prudent.

• Written exceptions to the ALJ report by the parties are due in 10 calendar days, responses
to exceptions are due within 7 days of exceptions and the exceptions hearing is set for
August 6.

• Docket: PUD-201800140

Guggenheim takeaway: The filings in the OGE rate case pointed to a contentious process
but we have expected a balanced result from the onset, i.e. status quo remaining the same
(9.5% ROE, majority of cost recovery).

SRE – Cameron LNG not expected to see tanker traffic during hurricane Barry

• S&P Global reports company spokesman comments on temporarily suspended tanker
activity near Cameron LNG.

• Even as the storm was tracking east of the facility, officials were being cautious as the
storm was expected to strengthen into a hurricane.

• Based on feedgas flows, LNG production appeared to be continuing at Sempra Energy's
Cameron LNG.

Guggenheim takeaway: For your awareness. Interesting data point for weather-related
operational impacts for LNG production.

Nuclear – Trump rejects import quotas for uranium, forms group to boost domestic
production

• President Donald Trump rejected recommendations from the Department of Commerce
late Friday that would restrict uranium imports.

• President created a working group to review the country’s nuclear fuel supply chain over
the next 90 days, seeking to boost the domestic uranium industry.

Guggenheim takeaway: For your awareness. Constructive data point for keeping uranium
prices cheap and not escalating trade conflicts. This certainly was a point of inquiry for
investors we have spoken to, which now should abate somewhat.

EXC – Grand jury subpoena received in IL

• StreetAccount reported that EXC/ComEd has been requested to produce records
regarding the company’s lobbying activities in IL.

Guggenheim takeaway: We will follow up with the company and monitor development
around this issue. The topic of ratepayer funds being directed for lobbying efforts seems
that its starting to grab some attention of states (i.e. AZ).

AEP/ I&M – Indiana Coal Council (ICC) to intervene in I&M’s IN rate case

• The ICC has filed to be an intervening party in the I&M’s IN rate case (Docket IN:45235-
NONE)

• Recall the following deadlines have been set in the case:
◦ 8/20/2019: pre-filing by Office of Utility Customer Counselor (OUCC) and intervenors

◦ 9/17/2019: rebuttal filings

◦ 9/24/2019: settlement and testimony filings
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◦ 10/7/2019 – 10/14/2019: evidentiary hearing

◦ 11/11/2019: I&M post-hearing filing

◦ 12/3/2019: post-hearing filings by OUCC and intervenor

◦ 3/11/2019: final order by the commission

Guggenheim takeaway: Normal course of a rate case. We will continue to monitor the
progress of the case. We also note that AEP’s I&M segment is performing well with a TTM
earned ROE of 12.8% as of 3/31/2019. We continue to be constructive on the healthy outlook
on growth (top end of the growth trajectory) with potential incremental growth opportunities
with regulated solar in the later part of the plan (1Q19 note HERE).

AVA – Staff supports partial settlement in OR gas rate case

• Staff has filed in AVA’s OR rate case (Docket UG 366) supporting the partial settlement
that calls for a 50% equity ratio, and an ROE of 9.4% vs. an ask of 9.9% ROE at 50%
equity ratio.

• Recall that infrastructure upgrade investments and the recovery of higher opex are not
part of this partial settlement.

Guggenheim takeaway: This development marks good progress on the case. We will
continue to monitor this case as well as those in WA and ID as these rate cases pave the
way for AVA toward an improved earnings trajectory. We remain Neutral on the stock as the
rate cases run their course through the regulatory processes. See our 1Q19 note (HERE).

NJR – Hearing sessions for IIP scheduled on 7/16 and 7/17/2019

• Hearing sessions are scheduled on 7/16/19 and 7/17/19 for NJR’s Infrastructure
Investment Program (IIP) (GR19020278).

• 7/16/19: hearing at 4:30 P.M. and 5:30 P.M. at the Rockaway Township Municipal
Building.

• 7/17/19: hearing at 4:30 P.M. and 5:30 P.M. at the Freehold Municipal Building.

Guggenheim takeaway: These are the first activities on the case. We will continue to
monitor the progress of the case. We recently upgraded NJR to Neutral and acknowledged
that potential catalysts include the outcome of the IIP as well as the midstream projects.
See our notes for more details (HERE).
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Invite: 54th EEI Financial Conference 

Dates 
November 10-12, 2019 

Company Dinners (Hosted by Guggenheim) 

 

 

Company Meetings 
*More Utilities will be added and we will update schedule accordingly* 

 

 

Participating Guggenheim Analyst 

Shar Pourreza, Managing Director – Power, Utilities & Alternative Energy 
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Guggenheim's Power & Utility Comp Sheet

Price as of Close Friday, July 12, 2019 Guggenheim Consensus

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings
Cap ($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AEP American Electric Power 44.5 Neutral $78 $90.25 3.1% 62% 493 4.20    4.44    4.71    4.93    21.5 20.3 19.2 18.3 4.13    4.40    4.68    4.94    21.8 20.5 19.3 18.3
ALE ALLETE 4.5 Neutral $82 $86.86 2.9% 65% 52 3.65    3.91    4.20    4.30    23.8 22.2 20.7 20.2 3.59    3.86    4.12    4.30    24.2 22.5 21.1 20.2
AVA Avista* 3.0 Neutral $41 $45.33 3.6% 79% 66 1.89    2.05    2.23    2.41    24.0 22.1 20.3 18.8 2.23    2.00    2.16    2.41    20.4 22.6 21.0 18.8
CMS CMS Energy 16.6 Neutral $53 $58.58 2.8% 61% 284 2.50    2.69    2.88    3.08    23.5 21.8 20.4 19.0 2.50    2.67    2.87    3.07    23.4 21.9 20.4 19.1
DUK Duke Energy 64.6 Buy $94 $88.70 4.4% 75% 728 5.00    5.26    5.57    5.91    17.8 16.9 15.9 15.0 4.91    5.18    5.43    5.80    18.1 17.1 16.3 15.3
ED Consolidated Edison 29.1 Neutral $86 $88.96 3.4% 66% 327 4.36    4.60    4.75    4.92    20.4 19.3 18.7 18.1 4.36    4.57    4.76    4.89    20.4 19.4 18.7 18.2
EIX Edison International* 23.0 Suspended NA $70.64 NA NA 326 NA NA NA NA NA NA NA NA 4.65    4.71    4.84    4.95    15.2 15.0 14.6 14.3
ES Eversource Energy 24.9 Neutral $72 $77.54 2.9% 62% 321 3.49    3.68    3.86    4.05    22.2 21.0 20.1 19.2 3.47    3.67    3.87    4.08    22.4 21.2 20.0 19.0
ETR Entergy 19.7 Buy $100 $103.87 3.7% 69% 190 5.30    5.53    5.91    6.31    19.6 18.8 17.6 16.5 5.29    5.49    5.82    6.16    19.6 18.9 17.8 16.9
EVRG Evergy 14.9 Buy $61 $61.14 3.4% 66% 244 2.93    3.14    3.32    3.52    20.8 19.4 18.4 17.4 2.91    3.16    3.32    3.52    21.0 19.4 18.4 17.4
FE FirstEnergy 23.1 Buy $46 $43.41 3.6% 63% 531 2.56    2.51    2.66    2.81    17.0 17.3 16.3 15.5 2.53    2.49    2.63    2.79    17.2 17.5 16.5 15.6
LNT Alliant Energy 11.8 Neutral $41 $49.85 3.0% 63% 236 2.26    2.37    2.50    2.69    22.1 21.0 19.9 18.5 2.25    2.43    2.54    2.66    22.1 20.6 19.6 18.7
PCG PG&E Corporation* 10.3 Suspended NA $19.40 0.0% 0% 529 NA NA NA NA NA NA NA NA 3.82    4.06    3.99    3.65    5.1 4.8 4.9 5.3
PNW Pinnacle West 10.5 Neutral $98 $93.51 3.4% 63% 112 4.84    5.04    5.28    5.63    19.3 18.6 17.7 16.6 4.85    5.05    5.33    5.62    19.3 18.5 17.5 16.6
POR Portland General Electric 4.9 Neutral $47 $54.52 3.0% 63% 89 2.45    2.54    2.68    2.75    22.3 21.4 20.4 19.9 2.46    2.56    2.70    2.76    22.2 21.3 20.2 19.8
PPL PPL Corporation 21.8 Neutral $34 $30.26 5.5% 66% 722 2.44    2.51    2.50    2.66    12.4 12.1 12.1 11.4 2.43    2.53    2.51    2.66    12.4 11.9 12.0 11.4
SO Southern Company 57.9 Neutral $52 $55.67 4.6% 81% 1041 3.05    3.15    3.31    3.46    18.2 17.7 16.8 16.1 3.03    3.15    3.27    3.49    18.4 17.6 17.0 15.9
WEC WEC Energy 27.0 Buy $76 $85.47 2.9% 67% 315 3.52    3.73    3.98    4.26    24.3 22.9 21.5 20.1 3.51    3.74    3.97    4.25    24.3 22.9 21.5 20.1

*Average (Excl. PPL for P/E) 3.4% 67% 21.1 20.1 18.9 17.9 21.0 20.1 19.0 18.0

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings
($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NI NiSource 10.9 Buy $29 $29.34 2.7% 61% 373 1.32    1.37    1.47    1.58    22.3 21.4 20.0 18.6 1.31    1.39    1.48    1.59    22.5 21.1 19.8 18.5
NJR New Jersey Resources 4.4 Sell $45 $49.75 2.4% 60% 89 1.99    2.19    2.36    2.54    25.0 22.7 21.1 19.6 2.00    2.20    2.40    2.54    24.9 22.6 20.7 19.6
NWN NW Natural Gas 2.1 Sell $49 $70.07 2.7% 77% 30 2.44    2.58    2.68    2.71    28.7 27.2 26.1 25.9 2.40    2.53    2.65    2.71    29.3 27.7 26.5 25.9
SJI South Jersey Industries 3.1 Buy $35 $33.39 3.5% 105% 92 1.12    1.60    1.74    1.90    29.9 20.9 19.2 17.6 1.11    1.60    1.75    - 30.2 20.9 19.1 -
SR Spire 4.3 Neutral $85 $85.25 2.8% 64% 51 3.78    3.98    4.13    4.41    22.6 21.4 20.6 19.3 3.74    3.91    4.07    4.41    22.8 21.8 21.0 19.3

Average     2.8% 73% 25.7 22.7 21.4 20.2 25.9 22.8 21.4 20.8

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

EXC Exelon 47.6 Buy $53 $49.06 2.9% 45% 971 3.16    3.25    3.17    3.21    15.5 15.1 15.5 15.3 3.15    3.15    3.16    3.31    15.6 15.6 15.5 14.8
PEG PSEG 30.6 Buy $64 $60.55 3.1% 58% 505 3.25    3.60    3.70    3.87    18.6 16.8 16.4 15.6 3.26    3.51    3.64    3.87    18.5 17.2 16.6 15.7

Average     3.0% 52% 17.1 15.9 15.9 15.5 17.1 16.4 16.1 15.2

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDA
($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NRG NRG Energy 9.6 Buy $51 $35.99 0.3% 0% 267 1,975  1,858  1,900  1,936  7.7 7.9 7.4 7.3 2,022  1,964  1,844  1,936  7.2 7.4 7.6 NA
VST Vistra Energy 10.9 Buy $39 $22.58 2.2% 0% 483 3,367  3,434  3,508  3,656  6.5 6.3 6.0 5.5 3,375  3,343  3,133  3,733  6.1 5.9 5.8 NA

Average 7.1 7.1 6.7 6.4 6.6 6.7 6.7 NA

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CNP CenterPoint 14.5 Buy $33 $28.87 4.0% 69% 502 1.70    1.89    2.02    2.13    17.0 15.3 14.3 13.5 1.65    1.81    1.93    2.08    17.5 15.9 15.0 13.9
D Dominion 62.2 Buy $82 $77.50 4.7% 87% 802 4.24    4.44    4.68    4.92    18.3 17.5 16.5 15.8 4.20    4.41    4.66    4.90    18.4 17.6 16.6 15.8
DTE DTE Energy 23.9 Buy $127 $130.40 2.9% 60% 183 6.26    6.72    7.21    7.63    20.8 19.4 18.1 17.1 6.25    6.58    7.05    7.50    20.9 19.8 18.5 17.4
NEE NextEra 100.0 Buy $223 $208.73 2.4% 58% 479 8.63    9.19    9.91    10.52  24.2 22.7 21.1 19.8 8.38    9.07    9.81    10.48  24.9 23.0 21.3 19.9
OGE OGE Energy 8.6 Neutral $41 $43.17 3.5% 70% 200 2.14    2.30    2.41    2.51    20.2 18.8 17.9 17.2 2.14    2.30    2.42    2.52    20.2 18.8 17.8 17.2
SRE Sempra Energy 38.4 Buy $133 $139.89 2.8% 64% 274 6.10    7.26    7.66    7.96    22.9 19.3 18.3 17.6 6.05    7.00    7.78    7.96    23.1 20.0 18.0 17.6

Average     3.3% 68% 20.6 18.8 17.7 16.8 20.8 19.2 17.9 17.0

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings
($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AWK American Water Works 21.1 Neutral $105 $116.63 1.7% 54% 181 3.61    3.96    4.27    4.60    32.3 29.5 27.3 25.3 3.59    3.89    4.22    4.74    32.5 30.0 27.6 24.6

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDA
($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CWEN Clearway Energy 3.7 Suspended NA $17.09 NA NA 183 NA NA NA NA NA NA NA NA 985     1,086  NA NA 9.1 8.3 NA -
NEP NextEra Energy Partners 2.8 Buy $56 $50.10 4.1% NA 56 1,359  1,528  1,775  1,934  8.5 8.0 7.6 0.0 1,140  1,351  1,575  1,647  10.1 9.0 8.6 8.1

(1)  Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3)  Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5)  Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).
Source:  Bloomberg, Guggenheim Securities, LLC estimates.

Rating

Regulated Electric Utilities (1) Rating

Integrated Utilities (3) Rating

Rating
Independent Power Producers 

(IPPs) (4)

Regulated Gas Utilities (2) Rating

Other Rating

Multi-Industry Utilities (5) Rating
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Share Price Performance (Year-to-Date)

Note: We are currently restricted on EIX and PCG
(1)  Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3)  Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5)  Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).
Source:  Bloomberg, Guggenheim Securities, LLC estimates.
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Guggenheim 2019 Non Deal Roadshow Schedule

MORE TO BE ADDED… 
 
 
 

Ticker Dates Regions  Ticker Dates Regions 

Commissioner 
Roundtable 

1/23 NYC DUK 6/6-6/7 Midwest 

FE 1/22-1/23 Boston/NYC CWEN 6/13-6/14 Midwest 

D 2/25-2/26 Boston/NYC SJI 6/19 NYC/NJ/CT 

WEC 2/28-3/1 West Coast PEG 6/24-6/26 Midwest 

EXC 3/7-3/8 Dallas/Houston AWK 7/9-7/10 Midwest 

PNW 3/11-3/13 Midwest SRE 7/17-7/19 West Coast 

ALE 4/2-4/4 West Coast EVRG 8/20-8/21 Midwest 

DTE 4/5 Boston ED 8/22 Boston 

ED 4/24 NYC  SJI 9/4 NYC 

POR 4/29-4/30 West Coast  SJI 9/5 Boston 

VST 5/8-5/9 West Coast  ETR 9/12-9/13 TBD 

PPL 5/22-5/23 NYC  NEE 10/3-10/4 Midwest 

DTE 5/29-5/30 NYC  CMS 11/21-11/22 Texas 

LNT 6/4 Boston     

GUGGENHEIM SECURITIES, LLC Page 7See pages 12 - 13 for analyst certification and important disclosures.

POWER, UTILITIES & ALTERNATIVE ENERGY

July 15, 2019

Provided for the exclusive use of Lindsay Cox at Exelon on 03-Dec-2019 05:30 PM. 558

Attachment SDR-ROR-10(c)
558 of 587



Invite to ES Dinner on 8/12/2019
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Key Events Calendar - Week of 7/15

Date Ticker Event / Proceeding Utility State Docket Description

07/15 ED Electric/Gas Rate Case CECONY NY 19-E-0065 Start of Evidentiary Hearings

07/17 CNP AR FRP CenterPoint Energy AR AR 17-010-FR CEA Response to Objections

07/18 ERCOT PUCT Open Meeting - TX - Open Meeting

07/22 NWN Gas Rate Case NW Natural WA D-UG-181053 Company rebuttal due

07/24 DTE IRP DTE Electric MI U-20471 Testimony  (Staff/Intervenor) 

07/24 EXC Electric Rate Case Pepco MD MD D-9602 Response to ALJ proposal

07/29 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Expiration of Discovery Period 

07/31 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Stipulation or Settlement Filed

08/01 CMS Gas Rate Case Consumers Energy Co. MI C-U-20322
ALJ proposed decision expected in gas 
rate case

08/01 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 OCA & Intervenor Direct Testimony 

08/02 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Response of Non-participating Parties

08/08 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Hearing (at least 50 days before rates) 

08/13 EXC Electric Rate Case Pepco MD MD D-9602 Final order due

8/14/8/15 NWN Gas Rate Case NW Natural WA D-UG-181053 Evidentiary Hearings

08/15 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002 OCA & Intervenor Direct Testimony 

08/22 DTE IRP DTE Electric MI U-20471 Rebuttal Testimony     

08/26 DTE IRP DTE Electric MI U-20471 Motions to Strike 

08/26 DTE IRP DTE Electric MI U-20471 Cost Estimate Update  

06/30 EXC Electric Rate Case Atlantic City Electric NJ D-ER18080925 Decision Expected

08/30 DTE IRP DTE Electric MI U-20471 Responses to Motions 

08/30 DTE IRP DTE Electric MI U-20471 Responses to Cost Update     

08/30 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 IPL Reply Testimony 

9/1-30 AEP Electric Rate Case Public Service of Oklahoma OK PUD201800097 Decision possible

09/02 EIX Risk Assesment SCE CA I1811006
SCE files its Test Year 2021 GRC 
application with RAMP results, serves 

09/10 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002 IPL Reply Testimony 

09/10 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 OCA & Intervenor Rebuttal

09/11 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Commission Order

09/16 CNP AR FRP CenterPoint Energy AR AR 17-010-FR CEA Revised Attachment A.i

09/16 LNT Electric Rate Case IPL - Electric IA RPU-2019-0002 Prehearing Briefs/Statement of Issues

09/19 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Staff/Intervenors' Response 

09/20 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 Notice of settlement

09/26 NWN Gas Rate Case NW Natural WA D-UG-181053 Post hearing briefs due

09/30 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002 Prehearing Briefs/Statement of Issues

10/01 CNP AR FRP CenterPoint Energy AR AR 17-010-FR CEA Rate Adjustment
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Key Research

Guggenheim's Forward Commodity Curves

• Forward Commodity Curves for Power & Utility Modeling

Key Industry Research
1. ERCOT: Guggenheim Texas Power Market Luncheon Recap
2. Illinois Policy: In the Land of Lincoln, Uncertainty Reigns
3. Policy Speaker Series Recap on Energy and Capacity: Perpetual State of Reforms Same as It Ever Was
4. Open Dialogue with MO, WA Commissioners - Walking Away Incrementally Positive on Both Jurisdictions
5. Major Change at CPUC Cometh? Follow Up on Potential CPUC Movements, Governor's Chance to Reset CPUC Agenda
6. 2019 Utility Outlook: We Didn’t Hear A Bell… “Nothing's Over 'Til It's Over;” One More Round for Utilities
7. California Wildfire Wrap – You Can Check Out, but You Can Never Leave
8. Guggenheim's 2018 EEI Summary
9. Guggenheim EEI Takeaways - Day 3
10. Guggenheim EEI Takeaways - Day 2
11. Guggenheim EEI Takeaways - Day 1
12. Guggenheim EEI - Investor Question Bank
13. PJM: No Country for Common Ground; Reply Briefs Land at FERC
14. PJM: You May Ask Yourself, Well How Did I Get Here? Back to the Commission for the Main Show
15. Coal/Nuclear: Will Politics “Trump” Reality
16. CA Policy Crash Course: Don’t Hold Your Breath For a Wildfire Resolution….
17. February Meter Reading - Yield “Almost” Catching Up with Utility Valuations; Lowering Our PTs and Looking Beyond Bond

Surrogates
18. PJM Capacity Auction: Introducing Prelim-2021/22 Pricing Forecasts – Well…It’s Not Getting Much Worse, Projected Pricing Mixed
19. Guggenheim-Hosted Power Brunch with State Utility Commissioners
20. Checking for a “Pulse” - Regulated Utility Valuations Losing Altitude, Now Fairly Valued vs. Bond Yields, and Showing Subsector

Variance
21. 2018 Outlook: An Absolute Shop Thinking in Relative Terms
22. Yo, Adrian! DOE Gets Knocked Down, But Power Market Reform Not Out – One More Round

Key Company Research
1. AWK NDR: No Water Shortages Here; Growth Not Drying Up Anytime Soon
2. NJR: Upgrade to NEUTRAL (from SELL) as Laggard Performance Balances OK with Fundamental Outlook
3. PEG NDR: NJ Clean Energy Agenda and Dipping the Toes in the Jersey Shore
4. SJI NDR: Tale from the Road - In the Market for a Value Play w/Solid Growth Prospects? … Look No Further
5. PPL - A Quandary Unlike Any Other
6. NEE/NEP: High End Is the New Low End, When You Think the Runway Ends, “They’re Just Getting Started”; Raising PT
7. SJI: Revising to BUY - Back In Jersey’s Hands & Steering The Ship Into Calmer (Mostly Regulated) Waters
8. LNT: For a Good Night’s Sleep, Take Alliant
9. NRG: More Down‘Stream’ Retail Expansion
10. VST NDR - What’s with All the Fuss… We Would Be Aggressive Buyers Here
11. ED NDR: Ripe in the Big Apple… - Solid Utility? Yes… But Undervalued? That’s Debatable
12. D: Guggenheim Policy Speaker, Atlantic Coast Pipeline Discussion | The Project Will Be Built
13. ALE NDR: TA-CO-NITE! Winds of Change Are Blowing in the Right Direction…
14. DTE – On the Road with Mgmt. – 80/20 Rule Need Not Apply; Solid Strategy, Supported by Good People
15. CMS – MPSC Telegraphing Constructive Regulatory Signals in CMS Gas Rate Case – Solid Footing
16. SRE: Simplicity is the Ultimate Sophistication…
17. VST: Another Day, Another Illinois Policy Proposal
18. D: Msg Delivered on Time/on Budget; Inline Analyst Day Cements Solid Base to Work Off Of--Execution/Patience is Key
19. VST: Clearing the Air in Illinois: MPS Resolution Draws Closer
20. PNW NDR: It's Just Another Political Cycle – Agendas More Aligned: Relationships Will Be Re-“Stored”
21. D: Guggenheim Policy Speaker, Millstone Discussion | Connecticut Un-Quarked: They Will Likely Get It Done, We Are Holding

Our Breath
22. EXC NDR: State Rescue Cometh - Deeper Dive
23. WEC NDR: Putting the WEC in WECC; Western NDR Highlights a Premium Utility with Valuation Concerns on Back Burner
24. D: NDR – Coming Out Party Well Received - March Madness Continues
25. PEG 4Q Preview and Mini Drill-Down - Looking Good from All Angles
26. VST: Bulking Up the Integrated Model with Some Eastern Retail: VST Acquires Crius Energy
27. FE NDR: Time Is the Furthest Distance Between Two Points…
28. POR: Bringing Portland to the Heartland: Capex, Policy, and RFPs Dominate Our NDR
29. D/SCG: Global Settlement Reached; Upgrading SCG to BUY On Improved Merger Outlook
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30. SRE: Another Day, Another Dollar: Buying Low; Selling High
31. NRG: The Texas Two Step - Front Seat for a Sizable Buyback Show? Past the Debut; We’re Now Here for the Climax
32. NEE – Mgmt. Roadshow: Rising Interest Rates? No Problem. Raising Valuation? Why Not…
33. Michigan Bus Tour: Motoring from Jackson to Detroit in Style
34. NYLD Mgmt. Call – Conservative Growth Guidance, Managing Expectations; Should Over-Deliver - Visibility Will Be Key
35. “Summer Nights” Means New Summer Flings – Tell Me About It; Upgrading, Downgrading and Making an M&A Call
36. SR Mgmt. Roadshow – Pathway for LT Growth Now More Visible; M&A? No Longer in Acquisition Mode
37. DUK Mgmt. Roadshow – Growth Concerns? Nothing to See Here, But Some Value Left on the Sidelines
38. CMS Mgmt. Roadshow – Consistent Showing: Another Day, Another Dollar; A Key Name We Are Watching
39. SRE – Follow-up Mgmt. Meeting - Crystal Clear Upside and “Active” Optimization Plan…Eventually: the Re-rating Will Come
40. SRE – Analyst Day - It’s the Simple Things in Life: One Way or Another, Actively Seeing a Re-Rating Story
41. PEG - Mgmt. NDR: Jersey Strong through the Midwest
42. D/SCG – Testing Dominion’s Patience? May Stick This Out…For Now... but Policy-Makers Playing a Dangerous Game
43. LNT - Mgmt. Roadshow: In Messy Times Everyone Appreciates a “Clean Story”….
44. ETR – No Introduction Needed: Analyst Day Highlights Above Avg., Undervalued, Regulated Growth Story w/ Upside
45. SRE – “Active” Analyst Day Preview: Keys to Unlocking Value Within Reach?
46. OGE/AEP – Okie Dokie in Oklahoma? Depends Which Way the Wind Blows
47. EVRG – Click, Click, There’s No Place Like Home: Top-tier Growth w/ Buybacks & Solid Risk-Adjusted Upside vs Peers
48. VST - Inline Analyst Day Comes with Buybacks, NT Deleveraging - Remains a Step Function, Catalyst Driven Story
49. NJR – Management Roadshow: Growth Concerns? Nothing to See Here; M&A? Hmm…
50. PEG Analyst Day: Solid Analyst Day Left No Surprises – Steady As She Goes with Upside Generally Within Expectations
51. NEE / SO: Great Minds Think Alike – This Deal Makes a Lot of Sense For Everyone, with Room for More
52. FE – “Can’t Always Get What You Want, Get What You Need”: Above Avg. Growth, Deep Discount Generating Vast Interest
53. D – Southern Charming on Madison Avenue…Any Bargain Shoppers?
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 212 55.35% 28 13.21%

NEUTRAL 163 42.56% 6 3.68%

SELL 8 2.09% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers
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on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.
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Price Target Change

Exelon Corporation

Brother, Can You Spare a Dime?

Rating Neutral
Previous Rating No Change

Price (7/08) $48.77
Price Target $51.00
Previous Price Target $49.50

Summary

We are adjusting our EPS estimates following an update of our forecast model.
Our consolidated EPS estimates are $0.04 lower in 2019 to $3.12, $0.15 lower
in 2020 to $3.00, and $0.21 lower in 2021 to $2.88. The estimate changes are
driven by updates to our UPO and Exelon Generation (ExGen) estimates. Our
price target increases to $51.00 from $49.50.

Key�Points

Our UPO estimates are $0.03 lower in 2020 and $0.02 lower in 2021,
reflecting weaker results at Exelon’s Commonwealth Edison (CWE)
subsidiary. CWE authorized return on equity is equivalent to a 580 basis point
premium to the 30-year Treasury rate.

Our ExGen estimates are $0.12 lower in 2020 and $0.19 lower in 2021,
which includes an update of commodity price forwards as of June 30, 2019
(versus our previous price deck of March 31, 2019). Most of the earnings decline
relates to lower base load prices in Chicago and Philadelphia.

The company announced on May 8 that Three Mile Island Unit 1 will
shut down on September 30, 2019. The Illinois legislative session also ended
without legislators taking any action to establish a FRR substitute for the current
PJM capacity auction. The company is negotiating with other parties in the
state to resolve differences in time for a compromise to be voted on during
the veto session in November 2019. Mizuho believes the company is seeking
FRR compensation of $400 per MW/day for its nuclear units. Mizuho believes
a compromise is unlikely to occur before the upcoming PJM capacity auction
scheduled in August, 2019.

BG&E filed for a $74 million annual increase in electric rates and a
$58.9 million increase in gas rates on May 24, 2019. The company’s request
represents a 2.3% increase in electric rates and a 6.2% increase in gas rates. The
company anticipates a final order by the Maryland Public Service Commission
in December, 2019.

Key Data
Symbol EXC (NYSE)

52-Week Range $51.18 - $40.97

Market Cap ($mm) $47,305

Shares Outstanding (mm) 970.0

Float 968.0

Average Daily Volume 5,016,325

Dividend/Yield $1.38/2.8%

Fiscal Year-End: Dec 31

2018A       2019E       2020E
Prior Curr Prior Curr

Earnings per Share ($)
1Q – – – – –

2Q – – – – –

3Q – – – – –

4Q – – – – –

Yr 3.12A 3.18E 3.12E 3.21E 3.00E

(P) (V)
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EXC Volume

Created by BlueMatrix

PLEASE REFER TO PAGE 7 OF THIS REPORT FOR IMPORTANT DISCLOSURE AND ANALYST CERTIFICATION
INFORMATION. Mizuho Securities USA LLC does and seeks to do business with companies covered in  its research reports.
As a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this
report. Investors should consider this report as only a single factor in making their investment decision.

Mizuho Securities USA LLC
www.mizuhosecurities.com/us
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Estimate Change  

We are adjusting our estimates following an update of our forecast model. 

Exhibit 1: EPS Estimate Changes  

 
 

Source: Company reports, MSUSA estimates 

Our UPO estimates are $0.03 lower in 2020 and $0.02 lower in 2021, reflecting 

weaker results at Exelon’s Commonwealth Edison (CWE) subsidiary. CWE 

authorized return on equity is equivalent to a 580 basis point premium to the 30-year 

Treasury rate.  

Our Exelon Generation (ExGen) estimates are $0.12 lower in 2020 and $0.19 lower 

in 2021, which includes an update of commodity price forwards as of June 30, 2019 

(versus our previous price deck of March 31, 2019). Most of the earnings decline 

relates to lower base load prices in Chicago and Philadelphia.  

Nuclear Update 

The company announced on May 8 that Three Mile Island Unit 1 will shut down on 

September 30, 2019. The announcement was made following Exelon’s conclusion 

that proposed legislation to subsidize Pennsylvania nuclear plants was unlikely to be 

adopted in the remaining three days of the legislative session. The legislative session 

in Pennsylvania concluded without the legislature taking any action to provide 

nuclear plants with any financial support.      

The Illinois legislative session also ended without legislators taking any action to 

establish a FRR substitute for the current PJM capacity auction. The company is 

negotiating with other parties in the state to resolve differences in time for a 

compromise to be voted on during the veto session in November 2019. Mizuho 

believes the company is seeking FRR compensation of $400 per MW/day for its 

nuclear units. Mizuho believes a compromise is unlikely to occur before the 

upcoming PJM capacity auction scheduled in August 2019. 

Consolidated 2019E 2020E 2021E

Current $3.12 $3.00 $2.88

Prior $3.16 $3.15 $3.09

Difference ($0.04) ($0.15) ($0.21)

UPO 2019E 2020E 2021E

Current $1.93 $2.02 $2.15

Prior $1.93 $2.05 $2.17

Difference $0.00 ($0.03) ($0.02)

Exelon Corporation
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Regulatory Update 

BG&E filed for a $74 million annual increase in electric rates and a $58.9 million 

increase in gas rates on May 24, 2019. The company’s request represents a 2.3% 

increase in electric rates and a 6.2% increase in gas rates. The company anticipates a 

final order by the Maryland Public Service Commission in December 2019. 

Valuation  

Base Case 

Using a sum of the parts analysis on 2021 results we derive a price target of $51.00 

per share. Based on the July 8, 2019 closing price of $48.77, this represents price 

appreciation potential of 4.6% and total return potential of 7.5% including the 

company’s current yield of 2.9%. Our price target is derived as follows: 

We value the regulated electric distribution and transmission 2021 EPS of $2.00 

using a P/E multiple of 19.1 times, equivalent to the electric group average multiple, 

resulting in a price target of $38.00.  

We value the regulated gas distribution 2021 EPS of $0.43 using a P/E multiple of 

21.7 times, equivalent to the gas group average, resulting in a price target of $9.00. 

We value ExGen 2021 generation EBITDA less maintenance capex of $908 million 

plus $241 million to account for PJM FastStart at a 7.3 times EV/EBITDA multiple 

resulting in a price target of $2.00.  

We value ExGen retail 2021 EBITDA of $970 million at a 6.5 times EV/EBITDA 

multiple resulting in a price target of $7.00. 

Adjusting for unallocated debt, net of a 28% tax shield, reduces the price by $5.00. 

Consistent with our methodology our price targets are dynamic changing with the 

group average P/E multiples and EV/EBITDA multiples recalculated daily. 

Bull Case 

Under our bull case scenario generation EBITDA would increase by $515 million 

based on assumed market heat rate expansion of 1,000. Using a 7.3 times multiple on 

merchant generation results in a $4.00 positive revision in our price target. 

Bear Case 

Under our bear case assumption the company’s rights to receive an estimated $700 

million of ZEC payments in New York, Illinois and New Jersey would be overturned 

by the courts. Using a 7.3 times multiple on merchant generation results in a $5.25 

negative revision in our price target. 

Exelon Corporation
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Company Models 

In the pages that follow, we highlight our detailed consolidated financial model, 

including both historical and projections for income statement, cash flow and balance 

sheet for Exelon Corporation from 2015 to 2021. To derive the consolidated results, 

we modeled full financials for each operating subsidiary. Clients who would like the 

full models may obtain them through their MSUSA representative or by direct 

request to the authors. 

 

Exhibit 2: Income Statement 

 

Source: Company reports, MSUSA estimates 

 

Exhibit 3: Cash Flow Statement 

 

Source: Company reports, MSUSA estimates 

Consolidated Income Statement

($ millions) 2015A 2016A 2017A 2018A 2019E 2020E 2021E

Revenues $20,700 $31,905 $33,701 $36,248 $35,529 $35,602 $35,839

Cost of Goods Sold 4,602 13,035 13,963 16,632 16,268 16,364 16,409

O&M 8,232 9,196 9,438 9,065 8,727 8,726 8,797

Other Expenses (4) (6) (2) (8) (5) (4) (5)

Taxes Other then Income 1,200 1,575 1,733 1,782 1,639 1,662 1,687

EBITDA $6,670 $8,105 $8,569 $8,777 $8,902 $8,854 $8,952

D&A 2,450 3,232 3,576 3,800 3,816 3,983 4,154

EBIT $4,220 $4,873 $4,993 $4,977 $5,085 $4,871 $4,798

Interest 1,079 1,383 1,502 1,529 1,496 1,438 1,507

Other Income 271 289 418 513 144 148 152

EBT $3,412 $3,779 $3,909 $3,961 $3,733 $3,581 $3,443

Taxes 1,165 1,299 1,441 720 719 686 656

Preferred Dividends 20 (8) 0 215 (8) (8) (8)

Net Income $2,227 $2,488 $2,468 $3,026 $3,022 $2,903 $2,795

EPS $2.49 $2.68 $2.60 $3.12 $3.12 $3.00 $2.88

Consolidated Cash Flow Statement

($ millions) 2015A 2016A 2017A 2018A 2019E 2020E 2021E

Net Income $2,227 $2,467 $2,431 $3,213 $2,985 $2,866 $2,758

Depreciation 2,355 3,282 3,474 3,698 3,714 3,881 4,052

Deferred Taxes 657 774 659 361 225 232 218

Maintenance Cap-Ex (2,292) (2,958) (3,091) (3,193) (3,303) (3,394) (3,540)

Grow th Cap-Ex (3,574) (4,545) (4,009) (3,357) (3,047) (3,556) (3,210)

Net Cash Generation (627) (980) (536) 722 574 28 277

EBITDA + Other Income 6,897 8,554 8,901 9,200 8,952 8,905 9,003

Interest Expense 325 735 677 700 717 846 901

Pfd. Dividends (14) (9) 4 (2) (1) (1) (1)

Common Dividends 1,105 1,166 1,266 1,337 1,405 1,475 1,549

Exelon Corporation

July 9, 2019 4Mizuho Securities USA LLC569

Attachment SDR-ROR-10(c)
569 of 587



 

  

 

 

Exhibit 4: Balance Sheet 

 

Source: Company reports, MSUSA estimates 

Consolidated Balance Sheet

($ millions) 2015A 2016A 2017A 2018A 2019E 2020E 2021E

Cash & Equivalents $2,940 $2,007 $966 $2,259 $1,150 $577 $676

Short Term Debt $1,154 $1,331 $1,014 $1,123 $1,123 $1,123 $1,123

Revolver 0 0 0 0 0 1,125 1,025

Current Portion of Long Term Debt 1,674 2,032 1,512 1,975 3,000 1,337 1,250

Long Term Debt 22,884 32,269 32,233 32,118 29,833 30,696 31,396

0 0 0 0 0 0 0 0

Total Debt $25,712 $35,632 $34,759 $35,216 $33,956 $34,281 $34,794

Preferred Stock 0 0 0 0 0 0 0

Total Debt & Preferred $25,712 $35,632 $34,759 $35,216 $33,956 $34,281 $34,794

Shareholder's Equity 26,876 25,990 24,366 24,346 23,823 23,038 21,945

Goodw ill Portion of Equity 0 0 0 0 0 0 0

Goodwill / Shareholder's Equity 0 0 0 0 0 0 0

Total Book Capitalization $52,588 $61,622 $59,125 $59,562 $57,779 $57,319 $56,739

Off-Balance Sheet Debt 0 0 0 0 0 0 0

Consolidated Debt/Pfd. Assoc. w /Min. Int. Exp. 0 0 0 0 0 0 0

Total Credit Capitalization $52,588 $61,622 $59,125 $59,562 $57,779 $57,319 $56,739

Exelon Corporation
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Price Target Calculation and Key Risks
Price Target Calculations: Our price target is derived as follows: (i) we value the
regulated electric distribution and transmission 2021 earnings of $2.00 using a P/E
multiple of 19.1 times, equivalent to the electric group average multiple, resulting in a
price target of $38.00; (ii) we value the regulated gas distribution 2021 earnings of $0.43
using a P/E multiple of 21.7 times, equivalent to the gas group average multiple, resulting
in a price target of $9.00; (iii) we value ExGen 2021 generation EBITDA less maintenance
capex of $908 million plus $241 million to account for PJM FastStart and potential uplift
from adoption of CEP legislation (assumed 50% probability) at an 7.3 times EV/EBITDA
multiple resulting in a price target of $2.00; (iv) we value ExGen retail 2021 EBITDA
of $970 million at a 6.5 times EV/EBITDA multiple resulting in a price target of $7.00;
(v) adjusting for unallocated debt, net of a 28% tax shield, reduces the price by $5.00.
Consistent with our methodology our price targets are dynamic changing with the group
average P/E multiples and EV/EBITDA multiples recalculated on a daily basis.

Key Risks: Weak commodity outlook, general economic conditions, changes in state and/
or Federal regulation, weather, ongoing business operational risk, broader macroeconomic
conditions, and interest rate movements are among the key risks to our rating and expected
stock performance.

Exelon Corporation
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IMPORTANT DISCLOSURES
The disclosures for the subject companies of this report as well as the disclosures for Mizuho Securities USA LLC entire coverage universe can be found
at https://msusa.bluematrix.com/sellside/Disclosures.action or obtained by contacting EQSupervisoryAnalystUS@mizuhogroup.com or via postal mail
at Equity Research Editorial Department, Mizuho Securities USA LLC, 320 Park Avenue, 12th Floor, New York NY, 10022.

Investment Risks and Valuation Methods can be located in the following section of this research report - Price Target Calculation and Key Risks.

Ownership Disclosures and Material Conflicts of Interest or Position as Officer or Director

Receipt of Compensation
Mizuho Securities USA LLC and or its affiliates makes a market in the following securities: Exelon Corporation

Mizuho Securities USA LLC and or its affiliates has received compensation for investment banking services for Exelon Corporation in the past 12
months.

Mizuho Securities USA LLC and or its affiliates has managed or co-managed a public offering of securities for Exelon Corporation in the past 12 months.

Mizuho Securities USA LLC and or its affiliates have provided investment banking services for Exelon Corporation who is or was a client in the past
12 months.
The compensation of the research analyst writing this report, in whole or part, is based on MSUSA's annual revenue and earnings and is not directly related
to any specific investment banking compensation. MSUSA's internal policies and procedures prohibit research analysts from receiving compensation
from companies covered in the research reports.

Regulation Analyst Certification (AC)
I, Paul Fremont, hereby certify that the views expressed in this research report accurately reflect my personal views about any and all the subject
companies. No part of my compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in this
research report.

Rating Definitions

Mizuho Securities USA investment ratings are based on the following definitions: Anticipated share price change is based on a 12-month time
frame. Return expectation is based on the stock’s total return. For disclosure purposes (for purposes of the FINRA requirements), we include
the category headings of Buy, Hold, and Sell alongside our ratings of Buy, Neutral, and Underperform. (effective July 10, 2017).

Buy: Stock's total return is expected to appreciate above the average total return of the analyst's industry coverage universe, on a risk-adjusted basis,
over the next 12 months.

Neutral: Stock's total return is expected to be within the average total return of the analyst's industry coverage universe, on a risk-adjusted basis, over
the next 12 months.

Underperform: Stock's total return is expected to depreciate below the average total return of the analyst's industry coverage universe, on a risk-
adjusted basis, over the next 12 months.

RS: Rating Suspended - rating and price objective temporarily suspended.

NR: No Rating - not covered, and therefore not assigned a rating.

Mizuho Securities USA LLC investment ratings are based on the following definitions. Anticipated share price change is based on a 6- to 12-month
time frame. Return expectation excludes dividends (prior to July 10, 2017).

Buy:
Neutral:
Underperform:
RS:
NR:

Stocks for which the anticipated share price appreciation exceeds 10%.
Stocks for which the anticipated share price appreciation is within 10% of the share price.
Stocks for which the anticipated share price falls by 10% or more.
Rating Suspended - rating and price objective temporarily suspended.
No Rating - not covered, and therefore not assigned a rating.

Rating Distribution
(As of 7/08 ) % of coverage IB service past 12 mo
Buy (Buy) 53.71% 55.32%

Hold (Neutral) 42.86% 49.33%

Sell (Underperform) 3.43% 16.67%

For disclosure purposes only (NYSE and FINRA ratings distribution requirements), our Buy, Neutral and Underperform ratings are displayed as Buy, Hold and Sell,
respectively.

Exelon Corporation
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Rating and Price Target History for: Exelon Corporation (EXC) as of 07-05-2019
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For additional information: Please log on to http://www.mizuhosecurities.com/us or write to Mizuho Securities USA LLC 320 Park Ave, 12th FL,
New York, NY 10020.
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Ticker Price Rating
AVA 44.40 Neutral
AWK 115.73 Neutral
CMS 57.66 Neutral
D 77.05 Buy
DUK 88.01 Buy
ES 75.66 Neutral
ETR 102.00 Buy
EXC 48.05 Buy
SO 54.84 Neutral
SRE 136.66 Buy

 

 Power, Utilities & Alternative Energy July 2, 2019

The Guggenheim Daily Transmission: AVA, AWK,
CMS, D, DUK, ES, ETR, EXC, SO, SRE, CT, ERCOT,
NYISO, PJM, Policy

For Guggenheim's NDR schedule please scroll down

DUK – Making investments in solid oxide fuel cell

SO – Good progress on Vogtle

D – Commencing offshore wind construction

ES/ CT/ Policy – CT issued offshore wind RFP

CMS – CMS cited for inadequate response to third party digging notifications

ETR – Pilgrim Nuclear station enters Phase I decommissioning

SRE – IENova renegotiations of Sur de Texas contracts to start with CFE

EXC/NYISO – Parties reach resolution in long-running Fitzpatrick tax negotiations

AWK – California American Water files for 2021-2023 rates

ERCOT – Gibbon Creek plant to permanently retire

PJM – Consumer advocates send PJM Board letter on leadership transition

AVA – Fixed Cost Adjustment (FCA) filings made in ID

DUK – Making investments in solid oxide fuel cell

• On 7/1/2019, DUK announced that its non-regulated subsidiary is procuring 37 MW of
solid oxide fuel cell from Bloom Energy (BE) to service C&I customers in CA, CT, NY,
and MD.

• The project involves installing fuel cells at 30 sites over the next 18 months.

Guggenheim takeaway: DUK is making progress in filling in its earnings at the Commercial
Renewable segment with this investment. Given that fuel cells are eligible for 30% ITC, this
investment will provide DUK with recognition of ITCs as the installations are completed at the
30 sites over the next 1.5 years. Based on BE’s disclosure in its recent 1Q19 presentation,
the 37 MW of fuel cell will cost DUK ~$250M (based on an average price of $6,870/ kW
disclosed by BE), yielding ~$75M ($0.10 of EPS) in ITC benefits. This is already in DUK’s
capital plan and consistent with the message that we heard on our recent DUK NDR where
the company believes that it can grow Commercial Renewable to ~$200M in 2019 (from
$100M in 2018) with NT contribution coming more from ITC vs PTC. As DUK management
is making progress on filling in the earnings in the Commercial Renewable segment, we
also note the potential incremental regulated solar opportunities in NC (above the 30% cap),
modernization/securitization legislation as well as an extension of SoBRA in FL are positive
potential catalysts for the stock. For more details on near-term and longer-term catalysts on
DUK, see our DUK NDR note (HERE).

SO – Good progress on Vogtle

• SO reported good progress on Vogtle construction on various fronts including the
complete placement of the containment ring at Unit 4, 80% completion of the shield for
Unit 3.
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• The number of workers on site at Vogtle now stands at 8K including 400 pipefitters and
electricians employed in June.

Guggenheim takeaway: These are good data points for investors as they are keenly
tracking the construction progress on the plant. We note that a more important data point,
which is not reported in this announcement, is the earned hours at the site as management
indicated that the next important milestone for Vogtle 3&4 is the summer ramp up (160K
weekly earned hours between late August timeframe through summer of 2020 provide
~6 month cushion vs the current regulatory deadline to put the two units into service in
November 21/22) following the re-baselining updates on 1Q19. See our 1Q19 note(HERE).

D – Commencing offshore wind construction

• Following the issuance of approval from the SCC in November 2018, VEPCO is
proceeding with the construction of the Coastal Virginia Offshore Wind Project (two 6MW
wind turbines, $300M).

• The project is expected to come online by the end of 2020.

Guggenheim takeaway: D is on-track to execute its capital plan. Recall that this offshore
wind project is a pilot project that was approved by the SCC to include in base rate (see D
Analyst Day presentation at page 106). This project was approved under the investments
covered by SB966 (Grid Transformation and Security Act, GTSA) in VA. As D continues
to execute its capital plan, we see the SCOTUS outcome on ACP as the most immediate
NT potential catalyst for the stock. See our analyst day note (HERE) and, D NDR note
(HERE).

ES/ CT/ Policy – CT issued offshore wind RFP

• Spark Spread reported that the CT Department of Energy and Environmental Protection
(DEEP) is seeking up to 2 GW of offshore wind in a draft RFP.

Guggenheim takeaway: We have been anticipating this and it is a good development. This
draft RFP will increase the opportunity for the JV between ES and Ørsted (ORSTED.CO).
Additional offshore RFP wins for the JV would be incremental to ES’s current capital plan.

CMS – CMS cited for inadequate response to third party digging notifications

• MISS DIG law says that Michigan utilities must respond within three days of notification
for a dig.

• A state investigation showed Consumers Energy failed to respond fast enough in more
than 20,000 instances in April and May.

• Michigan Attorney General is ready to enforce the MISS DIG rules in court and if enforced
to the letter of the law, the fine could be $100M, but the utility may take corrective action.

• CMS has issued a statement acknowledging missing the timeline requirement and has
implemented an aggressive plan to work down the backlog and mitigate future issues.

Guggenheim takeaway: A negative datapoint for CMS, but the swift response plan targets
eliminating the entire backlog in weeks, not months. The MPSC may consider penal action,
but may simply monitor the situation until resolved.

ETR – Pilgrim Nuclear station enters Phase I decommissioning

• Fuel has been removed from the reactor and placed into the spent fuel pool.

• NRC has previously docketed certifications for permanent shutdown.

• 270 site employees are being retained to perform post-shutdown operations.

Guggenheim takeaway: Datapoint for timely decommissioning of Pilgrim Nuclear.

SRE – IENova renegotiations of Sur de Texas contracts to start with CFE
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• The Mexican power utility and gas offtaker (CFE) is planning to hold negotiations with
IENova and other project owners for Sur de Texas pipeline contracts this week.

• The U.S. Chamber of Commerce said in a statement on Monday that it was concerned
by the move saying, “This action risks sending a negative signal to U.S. and other
international investors about the business and investment climate in Mexico.”

• Sur de Texas is a $2.5B development project jointly owned by Transcanada (TRP) and
IENova.

Guggenheim takeaway: Another datapoint in the tensions at IENova, which may impact
SRE’s growth prospects in the region. Our 2020E includes ~14% adjusted earnings
contribution from Mexico.

EXC/NYISO – Parties reach resolution in long-running Fitzpatrick tax negotiations

• Exelon and several municipal entities have reportedly reached a resolution in the long-
running negotiations over taxes for the Fitzpatrick plant, with a 5-year ~$14mm PILOT.

• The PILOT for Nine Mile expires at the end of this year.

Guggenheim takeaway: Minor item, but interesting given the duration of the negotiations
and the successful outcome. Nuclear plant property taxes remain a policy item for many
jurisdictions.

AWK – California American Water files for 2021-2023 rates

• The filing would raise rates by $26mm in 2021, followed by subsequent increases for a
total of ~$46.5mm.

• More HERE.

Guggenheim takeaway: As expected following the filing of the preliminary application
this spring. AWK has had constructive outcomes/progress of late in California (Monterey,
2018-2020 rates) – we continue to monitor.

ERCOT – Gibbon Creek plant to permanently retire

• The Texas Municipal Power Agency is reportedly moving ahead with the full
decommissioning of the 470MW Gibbons Creek coal plant after placing the plant into
mothball status last fall.

Guggenheim takeaway: Very much as expected following the end of the plant’s PPAs.
Gibbons Creek had faced a challenged future for some time given its size and pricing
with ERCOT. As we recently highlighted (see HERE), other coal plants in the ISO could
reportedly close – providing a useful counterweight to the entry of solar. We continue to
believe that this is an overlooked part of the supply/demand dynamic, with our view that a
substantial portion of the solar in the queue will not be built. See our recent VST NDR note
HERE for more, and our CDR flash note HERE.

PJM – Consumer advocates send PJM Board letter on leadership transition

• The association of consumer advocates in PJM (CAPS) has sent a letter to the PJM
Board with commentary on its search for a new CEO.

• “The CEO of PJM should be someone who has shown support for wholesale competitive
markets and the value they provide to consumers… the next CEO should be someone
who also understands how important it is to extend the benefits of competition to the
transmission planning process and to further, not hinder, competition in that process.” -
Consumer Advocates of the PJM States

• Letter available HERE.

Guggenheim takeaway: Interesting note, but the challenges facing PJM are not something
a single CEO will be able to quickly resolve. Unlike ISO-NE and other single-state ISOs
(ERCOT, CAISO, NYISO) the RTO continues to find itself squeezed between disparate state
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goals and the limits of the Federal Power Act. No easy answers here, but continuity of Ott’s
strong leadership would go a long way.

AVA – Fixed Cost Adjustment (FCA) filings made in ID

• AVA has submitted filings in ID to request for (1) an increase of $4.9M in electric revenues
and $1.2M in gas revenues related to low usage in 2018 due to warm weather, and (2)
an extension of the FCA mechanism (expiring in Dec 2019) to 3/31/2025.

Guggenheim takeaway: A minor regulatory item that AVA is required to file and has no
impact on earnings. Other more notable regulatory items are the rate cases in WA and ID
rate cases, which should help AVA make progress toward improving its earnings trajectory.
We will monitor the progress of these rate cases.
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Guggenheim's Power & Utility Comp Sheet

Price as of Close Monday, July 1, 2019 Guggenheim Consensus

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings
Cap ($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AEP American Electric Power 43.4 Neutral $78 $88.13 3.1% 62% 493 4.20    4.44    4.71    4.93     21.0 19.8 18.7 17.9 4.13    4.40    4.68    4.94    21.3 20.0 18.8 17.8
ALE ALLETE 4.3 Neutral $82 $82.99 3.1% 65% 52 3.65    3.91    4.20    4.30     22.7 21.2 19.8 19.3 3.59    3.86    4.12    4.30    23.1 21.5 20.1 19.3
AVA Avista* 2.9 Neutral $41 $44.40 3.7% 79% 66 1.89    2.05    2.23    2.41     23.5 21.7 19.9 18.4 2.23    2.00    2.16    2.41    19.9 22.2 20.6 18.4
CMS CMS Energy 16.3 Neutral $53 $57.66 2.8% 61% 284 2.50    2.69    2.88    3.08     23.1 21.4 20.0 18.7 2.50    2.67    2.87    3.07    23.1 21.6 20.1 18.8
DUK Duke Energy 64.1 Buy $94 $88.01 4.5% 75% 728 5.00    5.26    5.57    5.91     17.6 16.7 15.8 14.9 4.91    5.18    5.43    5.80    17.9 17.0 16.2 15.2
ED Consolidated Edison 28.6 Neutral $86 $87.36 3.5% 66% 327 4.36    4.60    4.75    4.92     20.0 19.0 18.4 17.8 4.36    4.57    4.76    4.89    20.0 19.1 18.3 17.8
ES Eversource Energy 24.2 Neutral $72 $75.66 3.0% 62% 321 3.49    3.68    3.86    4.05     21.7 20.5 19.6 18.7 3.47    3.66    3.87    4.08    21.8 20.6 19.5 18.5
ETR Entergy 19.4 Buy $100 $102.00 3.7% 69% 190 5.30    5.53    5.91    6.31     19.2 18.4 17.3 16.2 5.29    5.49    5.82    6.16    19.3 18.6 17.5 16.6
EVRG Evergy 14.6 Buy $61 $60.16 3.5% 66% 244 2.93    3.14    3.32    3.52     20.5 19.1 18.1 17.1 2.91    3.16    3.32    3.52    20.7 19.0 18.1 17.1
FE FirstEnergy 22.7 Buy $46 $42.74 3.7% 63% 531 2.56    2.51    2.66    2.81     16.7 17.0 16.1 15.2 2.53    2.49    2.63    2.79    16.9 17.2 16.2 15.3
LNT Alliant Energy 11.6 Neutral $41 $48.99 3.1% 63% 236 2.26    2.37    2.50    2.69     21.7 20.6 19.6 18.2 2.25    2.43    2.54    2.66    21.7 20.2 19.3 18.4
PNW Pinnacle West 10.5 Neutral $98 $93.92 3.4% 63% 112 4.84    5.04    5.28    5.63     19.4 18.6 17.8 16.7 4.85    5.05    5.32    5.62    19.4 18.6 17.6 16.7
POR Portland General Electric 4.8 Neutral $47 $53.94 3.0% 63% 89 2.45    2.54    2.68    2.75     22.1 21.2 20.2 19.6 2.46    2.56    2.70    2.76    22.0 21.1 20.0 19.6
PPL PPL Corporation 22.1 Neutral $34 $30.58 5.4% 66% 722 2.44    2.51    2.50    2.66     12.5 12.2 12.2 11.5 2.43    2.53    2.51    2.66    12.6 12.1 12.2 11.5
SO Southern Company 57.1 Neutral $52 $54.84 4.6% 81% 1041 3.05    3.15    3.31    3.46     18.0 17.4 16.6 15.8 3.03    3.15    3.27    3.49    18.1 17.4 16.8 15.7
WEC WEC Energy 26.2 Buy $76 $83.13 3.0% 67% 315 3.52    3.73    3.98    4.26     23.6 22.3 20.9 19.5 3.51    3.74    3.97    4.25    23.7 22.2 21.0 19.6

*Average (Excl. PPL for P/E) 3.4% 67% 20.7 19.7 18.6 17.6 20.6 19.8 18.7 17.7

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings
($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NI NiSource 10.7 Buy $29 $28.59 2.8% 61% 373 1.32    1.37    1.47    1.58     21.7 20.8 19.5 18.1 1.31    1.39    1.48    1.59    21.9 20.5 19.3 18.0
NJR New Jersey Resources 4.4 Sell $39 $49.28 2.4% 60% 89 1.99    2.19    2.36    2.54     24.8 22.5 20.9 19.4 2.00    2.20    2.40    2.54    24.6 22.4 20.5 19.4
NWN NW Natural Gas 2.1 Sell $49 $68.92 2.7% 77% 30 2.44    2.58    2.68    2.71     28.3 26.7 25.7 25.4 2.40    2.53    2.65    2.71    28.8 27.2 26.0 25.4
SJI South Jersey Industries 3.1 Buy $35 $33.38 3.5% 105% 92 1.12    1.60    1.74    1.90     29.9 20.9 19.1 17.6 1.11    1.60    1.75    - 30.2 20.8 19.1 -
SR Spire 4.2 Neutral $85 $83.62 2.9% 64% 51 3.78    3.98    4.13    4.41     22.1 21.0 20.2 19.0 3.74    3.91    4.07    4.41    22.3 21.4 20.6 19.0

Average     2.9% 73% 25.4 22.4 21.1 19.9 25.6 22.5 21.1 20.5

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

EXC Exelon 46.4 Buy $53 $48.05 3.0% 45% 971 3.16    3.25    3.17    3.21     15.2 14.8 15.1 15.0 3.15    3.16    3.18    3.31    15.3 15.2 15.1 14.5
PEG PSEG 29.5 Buy $64 $58.42 3.2% 58% 505 3.25    3.60    3.70    3.87     18.0 16.2 15.8 15.1 3.26    3.52    3.65    3.87    17.9 16.6 16.0 15.1

Average     3.1% 52% 16.6 15.5 15.5 15.0 16.6 15.9 15.6 14.8

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDA
($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NRG NRG Energy 9.5 Buy $51 $35.43 0.3% 0% 267 1,975  1,858  1,900  1,936   7.6 7.8 7.3 7.2 2,018  1,971  1,850  1,936  7.2 7.4 7.5 NA
VST Vistra Energy 11.0 Buy $39 $22.76 2.2% 0% 483 3,367  3,434  3,508  3,656   6.5 6.3 6.0 5.5 3,372  3,345  3,155  3,733  6.1 5.9 5.8 NA

Average 7.1 7.1 6.7 6.4 6.6 6.6 6.7 NA

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings

($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

CNP CenterPoint 14.3 Buy $33 $28.49 4.1% 69% 502 1.70    1.89    2.02    2.13     16.7 15.1 14.1 13.4 1.65    1.81    1.93    2.08    17.3 15.8 14.8 13.7
D Dominion 61.8 Buy $82 $77.05 4.8% 87% 802 4.24    4.44    4.68    4.92     18.2 17.4 16.5 15.7 4.20    4.41    4.65    4.90    18.3 17.5 16.6 15.7
DTE DTE Energy 23.4 Buy $127 $128.28 2.9% 60% 183 6.26    6.72    7.21    7.63     20.5 19.1 17.8 16.8 6.25    6.57    7.04    7.50    20.5 19.5 18.2 17.1
NEE NextEra 97.5 Buy $223 $204.02 2.5% 58% 479 8.63    9.19    9.91    10.52   23.6 22.2 20.6 19.4 8.38    9.08    9.82    10.48  24.3 22.5 20.8 19.5
OGE OGE Energy 8.5 Neutral $41 $42.66 3.5% 70% 200 2.14    2.30    2.41    2.51     19.9 18.6 17.7 17.0 2.14    2.30    2.42    2.52    19.9 18.5 17.6 17.0
SRE Sempra Energy 37.4 Buy $133 $136.66 2.9% 64% 274 6.10    7.26    7.66    7.96     22.4 18.8 17.8 17.2 6.05    7.00    7.73    7.96    22.6 19.5 17.7 17.2

Average     3.3% 68% 20.2 18.5 17.4 16.6 20.5 18.9 17.6 16.7

Market Target Current Dividend ('20E) Diluted Earnings Per Share Price / Earnings  Earnings Per Share Price / Earnings
($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

AWK American Water Works 20.8 Neutral $96 $115.73 1.7% 54% 181 3.61    3.96    4.27    4.60     32.0 29.2 27.1 25.1 3.59    3.89    4.24    4.74    32.2 29.7 27.3 24.4

Market Target Current Dividend ('20E) Diluted Adjusted EBITDA EV / EBITDA  Adjusted EBITDA  EV / EBITDA
($bn) Price Price Yield Payout Shares '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E '19E '20E '21E '22E

NEP NextEra Energy Partners 2.7 Buy $56 $48.10 4.2% NA 56 1,359  1,528  1,775  1,934   8.2 7.8 7.5 0.0 1,140  1,351  1,575  1,647  9.8 8.8 8.4 7.9

Note: We are currently restricted on EIX and PCG
(1)  Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3)  Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5)  Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).
Source:  Bloomberg, Guggenheim Securities, LLC estimates.

Rating

Regulated Electric Utilities (1) Rating

Integrated Utilities (3) Rating

Rating
Independent Power Producers 

(IPPs) (4)

Regulated Gas Utilities (2) Rating

Other Rating
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Share Price Performance (Year-to-Date)

Note: We are currently restricted on EIX and PCG
(1)  Regulated utilities deliver power to end-use customers via regulated transmission & distribution (T&D) infrastructure; vertically integrated utilities with regulated or mostly contracted generation are also included.

(2)  Local Gas Distribution Companies (LDCs), as well as diversified utilities with a business mix largely comprised of gas infrastructure and related activities (i.e., LDC franchises, interstate pipelines, and/or other gas midstream activities).

(3)  Integrated utilities own and operate regulated T&D franchises, as well as un-regulated power generation with commodity exposure.

(4)  IPPs operate merchant (i.e., un-regulated, non-utility) power plants that compete to sell power in wholesale markets or through retail marketing businesses.

(5)  Mult-Industry Utilities operate some comibination of regulated electric and/or gas utilities, in addtion to substantial non-power unregulated activities (i.e. midstream, renewable development, energy trading, etc.).
Source:  Bloomberg, Guggenheim Securities, LLC estimates.
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Guggenheim 2019 Non Deal Roadshow Schedule

MORE TO BE ADDED… 

 

 

 

Ticker Dates Regions  Ticker Dates Regions  

Commissioner 
Roundtable 

1/23 NYC DUK 6/6-6/7 Midwest  

FE 1/22-1/23 Boston/NYC CWEN 6/13-6/14 Midwest  

D 2/25-2/26 Boston/NYC SJI 6/19 NYC/NJ/CT  

WEC 2/28-3/1 West Coast PEG 6/24-6/26 Midwest  

EXC 3/7-3/8 Dallas/Houston AWK 7/9-7/10 Midwest  

PNW 3/11-3/13 Midwest SRE 7/17-7/19 West Coast  

ALE 4/2-4/4 West Coast EVRG 8/20-8/21 Midwest  

DTE 4/5 Boston ED 8/22 Boston  

ED 4/24 NYC  SJI 9/4 NYC  

POR 4/29-4/30 West Coast  SJI 9/5 Boston  

VST 5/8-5/9 West Coast  ETR 9/12-9/13 TBD  

PPL 5/22-5/23 NYC  NEE 10/3-10/4 Midwest  

DTE 5/29-5/30 NYC  CMS 11/21-11/22 Texas  

LNT 6/4 Boston      
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Key Events Calendar - Week of 7/1

Date Ticker Event / Proceeding Utility State Docket Description

07/02 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Staff/Intervenors' Objections

07/09 EXC Electric Rate Case Pepco MD MD D-9602  ALJ proposed decision expected

07/15 ED Electric/Gas Rate Case CECONY NY 19-E-0065 Start of Evidentiary Hearings

07/17 CNP AR FRP CenterPoint Energy AR AR 17-010-FR CEA Response to Objections

07/18 ERCOT PUCT Open Meeting - TX - Open Meeting

07/22 NWN Gas Rate Case NW Natural WA D-UG-181053 Company rebuttal due

07/24 DTE IRP DTE Electric MI U-20471 Testimony (Staff/Intervenor)

07/24 EXC Electric Rate Case Pepco MD MD D-9602  Response to ALJ proposal

07/29 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Expiration of Discovery Period

07/31 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Stipulation or Settlement Filed

08/01 CMS Gas Rate Case Consumers Energy Co. MI C-U-20322
ALJ proposed decision expected in gas

rate case

08/01 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 OCA & Intervenor Direct Testimony

08/02 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Response of Non-participating Parties

08/08 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Hearing (at least 50 days before rates)

08/13 EXC Electric Rate Case Pepco MD MD D-9602  Final order due

8/14/8/15 NWN Gas Rate Case NW Natural WA D-UG-181053 Evidentiary Hearings

08/15 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002 OCA & Intervenor Direct Testimony

08/22 DTE IRP DTE Electric MI U-20471 Rebuttal Testimony

08/26 DTE IRP DTE Electric MI U-20471 Motions to Strike

08/26 DTE IRP DTE Electric MI U-20471 Cost Estimate Update

06/30 EXC Electric Rate Case Atlantic City Electric NJ D-ER18080925 Decision Expected

08/30 DTE IRP DTE Electric MI U-20471 Responses to Motions

08/30 DTE IRP DTE Electric MI U-20471 Responses to Cost Update

08/30 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 IPL Reply Testimony

9/1-30 AEP Electric Rate Case Public Service of Oklahoma OK PUD201800097 Decision possible

09/02 EIX Risk Assesment SCE CA I1811006
SCE files its Test Year 2021 GRC

application with RAMP results, serves

09/10 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002 IPL Reply Testimony

09/10 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 OCA & Intervenor Rebuttal

09/11 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Commission Order

09/16 CNP AR FRP CenterPoint Energy AR AR 17-010-FR CEA Revised Attachment A.i

09/16 LNT Electric Rate Case IPL - Electric IA RPU-2019-0002 Prehearing Briefs/Statement of Issues

09/19 CNP AR FRP CenterPoint Energy AR AR 17-010-FR Staff/Intervenors' Response

09/20 LNT Electric Rate Case IPL - Electric IA RPU-2019-0001 Notice of settlement

09/26 NWN Gas Rate Case NW Natural WA D-UG-181053 Post hearing briefs due

09/30 LNT Gas Rate Case IPL - Gas IA RPU-2019-0002 Prehearing Briefs/Statement of Issues

10/01 CNP AR FRP CenterPoint Energy AR AR 17-010-FR CEA Rate Adjustment

10/01 DTE IRP DTE Electric MI U-20471 Briefs
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Key Research

Guggenheim's Forward Commodity Curves

• Forward Commodity Curves for Power & Utility Modeling

Key Industry Research
1. ERCOT: Guggenheim Texas Power Market Luncheon Recap
2. Illinois Policy: In the Land of Lincoln, Uncertainty Reigns
3. Policy Speaker Series Recap on Energy and Capacity: Perpetual State of Reforms Same as It Ever Was
4. Open Dialogue with MO, WA Commissioners - Walking Away Incrementally Positive on Both Jurisdictions
5. Major Change at CPUC Cometh? Follow Up on Potential CPUC Movements, Governor's Chance to Reset CPUC Agenda
6. 2019 Utility Outlook: We Didn’t Hear A Bell… “Nothing's Over 'Til It's Over;” One More Round for Utilities
7. California Wildfire Wrap – You Can Check Out, but You Can Never Leave
8. Guggenheim's 2018 EEI Summary
9. Guggenheim EEI Takeaways - Day 3
10. Guggenheim EEI Takeaways - Day 2
11. Guggenheim EEI Takeaways - Day 1
12. Guggenheim EEI - Investor Question Bank
13. PJM: No Country for Common Ground; Reply Briefs Land at FERC
14. PJM: You May Ask Yourself, Well How Did I Get Here? Back to the Commission for the Main Show
15. Coal/Nuclear: Will Politics “Trump” Reality
16. CA Policy Crash Course: Don’t Hold Your Breath For a Wildfire Resolution….
17. February Meter Reading - Yield “Almost” Catching Up with Utility Valuations; Lowering Our PTs and Looking Beyond Bond

Surrogates
18. PJM Capacity Auction: Introducing Prelim-2021/22 Pricing Forecasts – Well…It’s Not Getting Much Worse, Projected Pricing Mixed
19. Guggenheim-Hosted Power Brunch with State Utility Commissioners
20. Checking for a “Pulse” - Regulated Utility Valuations Losing Altitude, Now Fairly Valued vs. Bond Yields, and Showing Subsector

Variance
21. 2018 Outlook: An Absolute Shop Thinking in Relative Terms
22. Yo, Adrian! DOE Gets Knocked Down, But Power Market Reform Not Out – One More Round

Key Company Research
1. PEG NDR: NJ Clean Energy Agenda and Dipping the Toes in the Jersey Shore
2. SJI NDR: Tale from the Road - In the Market for a Value Play w/Solid Growth Prospects? … Look No Further
3. PPL - A Quandary Unlike Any Other
4. NEE/NEP: High End Is the New Low End, When You Think the Runway Ends, “They’re Just Getting Started”; Raising PT
5. SJI: Revising to BUY - Back In Jersey’s Hands & Steering The Ship Into Calmer (Mostly Regulated) Waters
6. LNT: For a Good Night’s Sleep, Take Alliant
7. NRG: More Down‘Stream’ Retail Expansion
8. VST NDR - What’s with All the Fuss… We Would Be Aggressive Buyers Here
9. ED NDR: Ripe in the Big Apple… - Solid Utility? Yes… But Undervalued? That’s Debatable
10. D: Guggenheim Policy Speaker, Atlantic Coast Pipeline Discussion | The Project Will Be Built
11. ALE NDR: TA-CO-NITE! Winds of Change Are Blowing in the Right Direction…
12. DTE – On the Road with Mgmt. – 80/20 Rule Need Not Apply; Solid Strategy, Supported by Good People
13. CMS – MPSC Telegraphing Constructive Regulatory Signals in CMS Gas Rate Case – Solid Footing
14. SRE: Simplicity is the Ultimate Sophistication…
15. VST: Another Day, Another Illinois Policy Proposal
16. D: Msg Delivered on Time/on Budget; Inline Analyst Day Cements Solid Base to Work Off Of--Execution/Patience is Key
17. VST: Clearing the Air in Illinois: MPS Resolution Draws Closer
18. PNW NDR: It's Just Another Political Cycle – Agendas More Aligned: Relationships Will Be Re-“Stored”
19. D: Guggenheim Policy Speaker, Millstone Discussion | Connecticut Un-Quarked: They Will Likely Get It Done, We Are Holding

Our Breath
20. EXC NDR: State Rescue Cometh - Deeper Dive
21. WEC NDR: Putting the WEC in WECC; Western NDR Highlights a Premium Utility with Valuation Concerns on Back Burner
22. D: NDR – Coming Out Party Well Received - March Madness Continues
23. PEG 4Q Preview and Mini Drill-Down - Looking Good from All Angles
24. VST: Bulking Up the Integrated Model with Some Eastern Retail: VST Acquires Crius Energy
25. FE NDR: Time Is the Furthest Distance Between Two Points…
26. POR: Bringing Portland to the Heartland: Capex, Policy, and RFPs Dominate Our NDR
27. D/SCG: Global Settlement Reached; Upgrading SCG to BUY On Improved Merger Outlook
28. SRE: Another Day, Another Dollar: Buying Low; Selling High
29. NRG: The Texas Two Step - Front Seat for a Sizable Buyback Show? Past the Debut; We’re Now Here for the Climax
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30. NEE – Mgmt. Roadshow: Rising Interest Rates? No Problem. Raising Valuation? Why Not…
31. Michigan Bus Tour: Motoring from Jackson to Detroit in Style
32. NYLD Mgmt. Call – Conservative Growth Guidance, Managing Expectations; Should Over-Deliver - Visibility Will Be Key
33. “Summer Nights” Means New Summer Flings – Tell Me About It; Upgrading, Downgrading and Making an M&A Call
34. SR Mgmt. Roadshow – Pathway for LT Growth Now More Visible; M&A? No Longer in Acquisition Mode
35. DUK Mgmt. Roadshow – Growth Concerns? Nothing to See Here, But Some Value Left on the Sidelines
36. CMS Mgmt. Roadshow – Consistent Showing: Another Day, Another Dollar; A Key Name We Are Watching
37. SRE – Follow-up Mgmt. Meeting - Crystal Clear Upside and “Active” Optimization Plan…Eventually: the Re-rating Will Come
38. SRE – Analyst Day - It’s the Simple Things in Life: One Way or Another, Actively Seeing a Re-Rating Story
39. PEG - Mgmt. NDR: Jersey Strong through the Midwest
40. D/SCG – Testing Dominion’s Patience? May Stick This Out…For Now... but Policy-Makers Playing a Dangerous Game
41. LNT - Mgmt. Roadshow: In Messy Times Everyone Appreciates a “Clean Story”….
42. ETR – No Introduction Needed: Analyst Day Highlights Above Avg., Undervalued, Regulated Growth Story w/ Upside
43. SRE – “Active” Analyst Day Preview: Keys to Unlocking Value Within Reach?
44. OGE/AEP – Okie Dokie in Oklahoma? Depends Which Way the Wind Blows
45. EVRG – Click, Click, There’s No Place Like Home: Top-tier Growth w/ Buybacks & Solid Risk-Adjusted Upside vs Peers
46. VST - Inline Analyst Day Comes with Buybacks, NT Deleveraging - Remains a Step Function, Catalyst Driven Story
47. NJR – Management Roadshow: Growth Concerns? Nothing to See Here; M&A? Hmm…
48. PEG Analyst Day: Solid Analyst Day Left No Surprises – Steady As She Goes with Upside Generally Within Expectations
49. NEE / SO: Great Minds Think Alike – This Deal Makes a Lot of Sense For Everyone, with Room for More
50. FE – “Can’t Always Get What You Want, Get What You Need”: Above Avg. Growth, Deep Discount Generating Vast Interest
51. D – Southern Charming on Madison Avenue…Any Bargain Shoppers?
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report
hereby certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject
securities or issuers discussed herein and (ii) no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Please refer to this website for company-specific disclosures referenced in this report: https://guggenheimsecurities.bluematrix.com/sellside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017.

RATINGS EXPLANATION AND GUIDELINES
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a
12-month period.

SELL (S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses
of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth,
P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please
see the most recent company-specific research report at https://guggenheimlibrary.bluematrix.com/client/library.jsp, contact the primary analyst or your
Guggenheim Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

IB Serv./ Past 12Mos.

Rating Category Count Percent Count Percent

BUY 210 55.12% 28 13.33%

NEUTRAL 163 42.78% 6 3.68%

SELL 8 2.10% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is
based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.
We seek to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a
periodic basis, the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities
conducts a full-service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management
business. Guggenheim Securities is a member of SIPC (http://www.sipc.org). Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions
expressed in this research. Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and
conducts an investment business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers
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on a principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim
Securities’ research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation
in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of
investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns
are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons
who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully
be communicated (all such persons together being referred to as “relevant persons”). Any investment activity to which this communication relates will
only be available to, and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document
or any of its contents.

TACTICAL TRADING IDEA DISCLAIMER

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm’s coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst’s published rating.

Copyright © 2019 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is
based upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with
respect to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge.
Guggenheim is not responsible for your use of this information.
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Exploration & Production
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Medical Supplies & Devices

Chris Pasquale 212.518.9420 Chris.Pasquale@guggenheimpartners.com
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Financial Technology
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Entertainment & Digital Media

Michael Morris, CFA 804.253.8025 Michael.Morris@guggenheimpartners.com

Curry Baker 804.253.8029 Curry.Baker@guggenheimpartners.com

Software

Nandan Amladi 212.823.6597 Nandan.Amladi@guggenheimpartners.com

Imtiaz Koujalgi 212 518 9398 Imtiaz.Koujalgi@guggenheimpartners.com

Ken Wong, CFA 415.852.6465 Ken.Wong@guggenheimpartners.com

Telecom, Cable & Satellite Services

Mike McCormack, CFA 212.518.9774 Mike.McCormack@guggenheimpartners.com

Sales and Trading Offices

New York 212.292.4700 San Francisco 415.852.6451

Boston 617.859.4626 Chicago 312.357.0778

Automotive Retail

Ali Faghri 310.319.2562 Ali.Faghri@guggenheimpartners.com

Beverages & Food Producers

Laurent Grandet 212.372.6368 Laurent.Grandet@guggenheimpartners.com

Food Retailers; Consumables Retail/Distribution

John Heinbockel 212.381.4135 John.Heinbockel@guggenheimpartners.com

Hardlines Retail

Steven Forbes, CFA 212.381.4188 Steven.Forbes@guggenheimpartners.com

Restaurants

Matthew DiFrisco 212.823.6599 Matthew.DiFrisco@guggenheimpartners.com

Retailing/Department Stores and Specialty Softlines

Robert Drbul 212.823.6558 Robert.Drbul@guggenheimpartners.com

Technology, Media & Telecom

Energy & Power
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